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BIG BEN chimes the hours above Great Britain’s Houses of Parliament in Westminster 


Palace. This famous clock bell, which weighs 13Y2 tons, was installed in 1856. 
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‘... there is a real place in New York for conservatively managed banks and 


trust companies of moderate size where customers may have easy access to and per- 
sonal acquaintance with the senior officers...’ From the Bank’s Declaration of Principles. 


This principle, which has guided our 
handling of fiduciary matters for many 
decades, has never been more timely. 
Present day trust complexities require 
close cooperation between attorney and 
banker, as well as personal attention to 
the individual’s needs. Perhaps you and 


your clients could benefit from this 
Bank’s tradition of personalized trust 
service which dates back to 1830—26 
years before Big Ben rang its first hour. 


IF YOU OWN SECURITIES, a folder describ- 
ing our investment services, is yours for 
the asking. Write our Main Office, Dept. E. 
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Did you know that Old Colony handles two-thirds of all trusteed pension busi- 
ness in New England? While thousands of retirees enjoy the fruits of their ended 
labors, we stay at home, mind the shop, and send out the monthly checks. 






Our officers have the experience and skill so necessary in preparing Pension and 
Profit-Sharing Programs for forward-looking companies. They can also arrange 
benefit plans that will make even a good com- 


pany seem more attractive to its employees. OLD COLONY 


For complete details, drop a line to John TRUST COMPANY 
Blanchard, Vice President. 


Worthy of 
your Trust 


ONE FEDERAL STREET, BOSTON 6, MASSACHUSETTS ° Allied with THE First NATIONAL BANK OF BOSTON 
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ASSETS 


Cash and Due from Banks . . . . 
U. S. Government Obligations . 

State, Municipal and Public Securities . 
Other Bonds and Investments 

Loans a a ee 
Banking Premises and Equipment . 
Customers’ Liability on Acceptances 


Accrued Interest and Accounts Receivable . 


Other Assets .. 


Securities carried at $240,286,938.95 in the foregoing statement are 
deposited to secure public funds and for other purposes required by law. 
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$ 979,494,810.19 


$89,39),766.03 Surplus 
549,859,750.78 Undivided Profits 
34,864,800.36 


2,241,146,158.30 
52,653,247.20 
167,769,491.61 





19,695,087.41 Other Liabilities 
6,643,918.59 Deposits : 
$4,632,428,030.47 
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248,280,920.00 

‘ 71,517,427.42 $ 421,517,427.42 
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Cover Picture . . . In this fifth in the alphe- 
betical series of photographs saluting coun- 
tries in which TRUSTS AND ESTATES has 
subscribers, the scene shows London’s famed 
Trafalgar Square, with the statue of Lord 
Nelson and in the background the Church 
of St. Martin-in-the-Fields . . . Trust busi- 
ness in England is conducted not only by 
purely fiduciary institutions, affiliated or 
not with the major banks, but also by 
insurance companies. The most recent T&E 
article describing estate work in England 
appeared in the October 1960 issue (p. 
888); earlier discussion was published in 
May 1950 (p. 337). 
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REAL ESTATE INVESTMENT CAN NOW BENEFIT 
from the ‘conduit theory' of taxation, 
with enactment of the new law extending to 
realty investment companies the same tax 
treatment as applies to mutual funds or 
companies with security portfolios. Real 
estate, while the oldest form of invest- 
ment, has heretofore been under the disad- 
vantage of lack of liquidity or market- 
ability, and dependence on the fate of a 
particular locality or type of property. 
Now, under expert management, it gives 
promise of becoming a means for profitable 
investment not only as an extension of 
diversification but also as an inflation 
hedge, a higher than average income, and 
for capital gains purposes. This potential 
new form of investment for investment man- 
agement and trust accounts is discussed 
in an excluSive article at p. 614. 


se 
x 


A REWARDING CHALLENGE TO CORPORATE FIDU- 
CIARIES is presented by the management of 
closely held business interest, in the 
opinion of a trust executive whose bank 
has for a score of years maintained a 
special division in its trust department 
for handling such assets. In this issue 
(p.- 606) he describes the organization and 
functioning of this division, with speci- 
fic illustrations. 


STATUTORY CLAUSES FOR WILLS AND TRUSTS, 
long available in England, have just been 
introduced in Arkansas. A new law permits 
the draftsman of the document to incorpor- 
ate therein by reference some or all of 
the more than thirty powers listed in the 
Statute. AS pointed out by one of the 
sponsors of the idea (p. 618) the law is 
designed to reduce the amount of "boiler- 
plate" found in testamentary instruments 
and ultimately to establish judicially ap- 
proved meaning for these clauses....Other 
legislative developments around the coun- 
try are reported at p. 667. 


* * 


ASSETS OF POOLED PENSION FUNDS adminis- 
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tered by banks exceed $600 million, ac- 
cording to a survey by T&E. The study 
Shows (p. 630) that Standard Oil of New 
Jersey is the only company whose stock is 
held by half — less one — of the .138 funds 
managed by the 73 reporting institutions, 
Almost half of the total assets — $300 
million — is in bonds and cash, with some 


$264 million in common stocks. 
He * * 


"JERSEY JUSTICE" IS A TRITE PHRASE but it 
has brought forth a decision by the State 
Supreme Court which, by judicial fiat, 
seeks to override an individual right of 
testamentary disposition. Amherst College 
declined a bequest (as it had a right to 
do) of a large scholarship fund for "de- 
serving American-born, Protestant, gentile 
boys of good moral repute, not given to 
gambling, smoking, drinking or similar 
acts." The benefactor's heirs requested 
return of the fund, but the court decided 
to strike out the words 'Protestant' and 
‘gentile’ and let Amherst keep the money. 
Since when is it against public policy to 
aid young men or women simply because they 
are Protestant or gentile? Or Catholic or 
non-gentile for that matter? Are we being 
told that we cannot contribute to the 
church of our personal choosing? Do these 
judges mean to abrogate the religious free- 
dom on which our country was founded and 
became sanctuary for those of all faiths? 
How far can such a proscription-lead: is 
it discriminatory to give to white male 
orphans (as Stephen Girard did) because 
they are white, because they are male, or 
because they are orphans? The Pennsylvania 
court and ultimately the U.S. Supreme 
Court sustained the trust after the ap- 
pointment of private trustees. It would 
be a black day for human rights if the 
Supreme Court does not likewise uphold 


. freedom of charitable choice against the 


stand of the Jersey court. 
% * % 


OUR POLITICAL SHOW-WINDOWS feature the 
good, and goods, of Free Enterprise, but 
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the boys in the back room must be having 

a good laugh as they whittle away at our 
individual rights — of enterprise, of 
working, of investing in the nation's pro- 
ductive plants and creating savings to 
build those of tomorrow. Like Janus we 
face in two directions, looking one way 
while we go the other toward an ever-in- 
creasing political authoritarium. How can 
other nations have confidence in this dou- 
ble-talk and respect our ‘way of life' as 
a pattern for their own freedom — and the 
responsibility that is Supposed to go with 
it?.....-e-And here at home we are being 
made a nation of Mediocrities, by such 
means aS reStrictive labor union rules 

and minimum wage laws (that have already 
reduced much of the differential between 
the highly capable and the time-clock 
puncher, and by the confiscatory taxes 
that channel more and more of the indi- 
vidual's product into the spending coffers 
of Big Brother Government. While even the 
Soviet gives extra rewards for superior 
performances, we discourage risk-takers 
and the exceptional producers at the very 
time when they are most needed to wage 
economic war. Political freedom is a mere 
sham without wide economic freedom — and 
world leaders, including university youths 
and teachers, know it. When, in addition, 
freedom of association — as in fraterni- 
ties and private clubs — is held up to 
scorn and even debarred by the courts, we 
look rather ridiculous as a Citadel of 
Individual Freedom. 


RELIEF FROM RELIEF is essential if cities, 
States and even the nation are to be fi- 
nancially sound and a big and growing 
monkey is to be taken off the backs of in- 
dustrious citizens and the deserving 
handicapped. The city of Newburgh, N. Y. 
has taken courageous action which may lead 
the way to intelligent relief programs, if 
it is not scuttled by the bleeding-hearts 
and by ward=heelers who control the ‘up- 
Stairs' valves of tax money. Able-bodied 
persons under Newburgh's 13 proposals will 
have to work for the city if they refuse 
Suitable employment; payment periods are 
cut to three months a year in some in- 
Stances of chronic misuse of funds by vol- 
untary idleness, and unwed mothers would 
be cut off relief if they have more il- 
legitimate children. 

The abuse of unemployment and public 
aid funds is a national scandal which sub- 
Sidizes the worst elements in the popula- 
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tion. A third of Newburgh's budget — about 
half a million being local money — now 
goes to persons on some form of relief, 
though they represent less than 5% of the 
population. Sizeable and long-extended 
payments have encouraged many thousands of 
able-bodied to refuse work or take only 
enough to re-qualify for relief. Criticism 
has already been made that "we cannot 
legislate morals," but judging by the num- 
bers of unwed mothers having offspring to 
take in more welfare money, we have suc- 
ceeded only too well in legislating im- 
morality. The denunciation of Newburgh's 
efforts by the N. Y. Public Welfare Asso- 
ciation gives the impression that they are 
more interested in building up their de- 
partments than in removing the 'Green 
Plague' of subsidies to laziness and il- 
legitimacy. More constructive would have 
been concerted effort to discriminate be- 
tween deserving and the parasitic appli- 
cants so that the former may be assured 

of truly adequate assistance and rehabili- 
tation. 


* 


100 LARGEST U.S. NON-FINANCIAL CORPORA- 
TIONS paid 1960 taxes of $5.29 per share 
on average, plus sales and excises, com- 
pared with dividends of only $2. per share, 
according to study by First National City 
Bank of New York. Their 1960 capital out- 
lays totalled $14 billion, bringing the 
rising ratio of assets to employees to 
$30,300 per worker. Stockholder return — 
"relatively modest." 








© 1961 New York Herald Tribune 
“Hey, You With the Piccolo.” 
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EDITORIAL... 





PUBLIC STOCK-OWNERSHIP 


The True 


Ownership of a few shares of corporation 
Stock paying a few dollars in annual divi- 
dends may not automatically make an em- 
ployee a Capitalist but it can give hima 
Start toward building an estate (along, of 
course, with savings and life insurance) 
and, given the right kind of assistance, 
spark his personal interest in the eco- 
nomics of Democracy and the source of his 
paycheck. 

In no other country do more people own 
as large — and growing — a proportion of 
industry as in the U.S. where one out of 
five families now directly owns shares in 
one or more companies. In addition, they 
are the beneficial owners of billions more 
of stock values indirectly through their 
Savings and insurance accounts and in far 
greater measure through the multi-billion 
totals of their Pension and Profit-Sharing 
Trusts. The stock interests of these 
trusts should, however, be personalized. 
Investment companies have done a generally 
excellent service to individual Savers 
and to the nation's private capital forma- 
tion, as have numerous investment and 
brokerage houses. 

Soviet Russia boasts of ‘ownership of 
all its industry by the People,' but just 
let any worker try to get a share he can 
hold for dividends or sell to raise needed 
money. Big Brother is the only stockholder 
in the U.S.S.R. and no one has the right 
to decide whether or not to invest or in 
what company. The Kremlin doesn't talk 
about that. 

On our side, it appears that we either 
don't appreciate the popular advantage and 
appeal we have or we are sorely negligent 
in playing it up. Our discriminatory dou- 
ble taxation of corporate dividends and 
high rates are depriving millions of in- 
vestors of their right to the earned 
fruits of industry and to spend or invest 
as they — not the Government — think best. 
Communists and Socialists must be pretty 
pleased with the way this tax bite dis- 
courages broader participation by present 
and potential shareholders and reduces 
their enjoyment of fair returns now. 

Corporate and financial leadership it- 
self has, until recently, largely failed 
to encourage employee ownership. Savings- 
Investment and Thrift plans, properly pre- 
sented, are one answer, but what is needed 
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"Peoples Capitalism’ 


basically is a means of informing employ- 
ees about the economics of life — his and 
the nation's. 

The technique of Family and Finance 
Forums so successfully presented by hun- 
dreds of banks and investment houses might 
be most adaptable. Of the army of people 
who will benefit from pensions, few real- 
ize where their future — let alone present 
— paycheck really comes from, or that they 
are partners in American Business. An in- 
formed Public is the best safeguard of 
Democracy, and that means economically in- 
formed. A sadly neglected field in our 
schools, it is up to bankers and business- 
men to first make sure they understand it 
themselves, then carry the story of Ecol- 
ogy* or The Economics of the Paycheck to 
their own people. The American Bankers 
Association and the Chamber of Commerce 
of the U.S. have already prepared promis- 


ing campaigns and further advances are in 
the making. 
* * * 


VW — THE VOLKSWAGEN EXAMPLE: 


Stockholders, workers and government met 
together this month to elect the unique 
18-member board of directors of one of the 
world's most proSperous companies: Volks- 
wagen Werke of West Germany. Following 
a major de-nationalization of this enter- 
prise by sale of stock to citizens, over 
10,000 of its new stockholders met in the 
newest plant addition and elected 8 direc- 
tor representatives, while the factory 
workers elected 6 and the governments of 
Bonn and Lower Saxony two each. The im- 
mensely successful sale of stock by the 
government resulted overnight in increasing 
the number of German shareholders from 
about one million to two-and-a-half mil- 
lion and is certain to change the invest- 
ing habits and interest of all Europe. 
Volkswagen's '60 sales topped $1 billion, 
attributed to its most modern equipment, 
harmonious labor and managerial force, ex- 
cellence of product, avoidance of wasteful 
practices such as radical annual model 
changes, and resultant competitive price 
advantages. At war's end the factory lay 
in rubble; now, with American monetary 
aid, the West Germans have set an example 
of a new modern Capitalism of teamwork. 


*Ecology: That division of biology which treats of the relations between 
organisms and their environment. 
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Loans: 


Loans Guaranteed or Insured 

by U. S. Government 

or its Agencies. .......:2 19,080,111 
Loans Secured by 


U. S. Government Securities . . 28,920,555 





es 6 o 4 @ Se we Se 932,714,171 
980,714,837 
U. S. Government Insured 
F.H.A. Mortgages ‘ae ee 16,185,916 
Banking Houses and Equipment . . 24,452,836 
Customers’ Liability for 
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Accrued Interest and 
ES, & 6 6. cS ee 9,124,168 
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LIABILITIES 
es FA 
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Dividend Payable July 1, 1961. . . . 2,164,864 
Acceptances: Less Amount in 

Portfolio ie * oe 66,023,362 
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Total Liabilities and 
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U. S. Government Securities pledged to secure deposits and for 
other purposes amounted to $117,671,349 
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The Family Business 


How Special Division of Trust Department 


Handles Closely Held Firms 


WILLIAM G. FOULKE 


Executive Vice President, Provident Tradesmens Bank and Trust Company, Philadelphia, Pa. 


ORE THAN TWENTY YEARS AGO OUR 
Meer, recognized the impor- 
tance of being equipped to handle busi- 
ness investments in trust. During the 
seven years when I was in charge of this 
department, I came to realize that there 
is no more fascinating or worthwhile 
trust service which we can perform. 

The independent survival of small 
companies may depend almost as much 
upon the capable planning and adminis- 
tration of the estates of the major stock- 
holders as upon the success of the busi- 
ness itself. Few private enterprises can 
survive the impact of an unfortunate 
succession of death taxes, and many fine 
privately held companies lose their force 
when the control of a successful owner- 
manager is dispersed among his bene- 
ficiaries. 

Each family business trust problem is 
different and requires the combined 
skills of estate planners, trust adminis- 
trators, investment analysts and adminis- 
trators, and tax experts. A well staffed 
trust department can provide this round- 
ed service of specialists for as long a 
time as the trust endures. 


Estate Planning Considerations 


Before describing our Special Busi- 
ness Investment Department, let us look 
at some estate planning considerations 
which will be discussed from practical 
experience, not from the technical or 
legal standpoint. The terms of the will 
should contain not only the general pow- 
er of retention but also specific refer- 
ence to the business, giving power to re- 
tain or sell, or to recapitalize. 

If the business is a proprietorship or 
partnership, the will should give the 
executors and trustees the power to in- 
corporate. In addition to the obvious 
difficulties of being a fiduciary with un- 
limited liability, there may also be the 
problem as to whether all earnings must 
be paid out to income beneficiaries, 
which would be unsound as nearly every 
enterprise needs to retain some of its 
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earnings for its future development. 
With the increasing use of the marital 
deduction, moreover, it is generally de- 
sirable that separate trusts consist of 
shares of stock rather than undivided in- 
terests in the company. 

Maintenance of control is highly im- 
portant, for without it management may 
be rendered ineffectual, and estate plans 
should be closely scrutinized to see what 
the effect of various deaths in the fam- 
ily might be. Ordinary voting trusts are 
limited as to time in some states, and in 
Pennsylvania they may not last more 
than ten years. Trusts under will or 
deed, which can accomplish the same 
maintenance of control as a voting trust, 
may last much longer — in Pennsyl- 
vania they may continue for a life in be- 
ing and twenty-one years, and if it is a 
charitable trust, in perpetuity. Thus the 
owner of a successful business may, for 
example, leave his property equally in 
trust for his sons and daughters, but can 
concentrate the control with the execu- 
tors and trustees. Trustmen and _busi- 
ness managers, who have resisted sons- 
in-law who feel that their wives’ share 
should give them a voice in the manage- 
ment, will appreciate the advantages of 
such an arrangement! 

The estate planning phase should cer- 
tainly include an up-to-date study of the 
value of the business. This will make 
possible a fairly accurate estimate of the 
potential death tax liability, and will en- 
courage financial planning to meet it. 
The wide experience of trust companies 
in valuation matters gives them a great 
advantage over most individuals who 
have not had this problem before. At 
this time the owner should tell the trust 
company his ideas and plans for man- 
agement succession — and if, as too 
often happens, there are no plans, they 
should be initiated immediately. 

It is not customary for trust compa- 
nies to charge any fee for this valuable 


-estate planning service. We consider it a 


necessary cost of acquiring new trust 


business, for which we will be paid at a 
future date if, as, and when we become 
executor and trustee. 


Special Department 


As soon as we are called upon to act 
as executor or trustee, the interest in the 
family business is placed under the 
supervision of our Special Business In- 
vestment Department. By this name we 
recognize the special nature of the work, 
the fact that it deals with a going con- 
cern, and perhaps most of all, that it is 
an investment to be watched and nur- 
tured, but definitely not a business to be 
operated by the bank. There is no mar- 
ket for the stock in most cases. Usually 
it is a large, and perhaps controlling, in- 
terest in the company, or it is so impor- 
tant to the account in which it is held 
that it must have special treatment. In 
our bank we classify about 200 such sit- 
uations as special business investments. 
Most of them have a value of at least 
$100,000, and quite a few run into the 
millions. 

It may be of interest to review how 
we organize the administration of our 
Special Business Investments. For pur- 
poses of classification and control we 
place each investment into one of four 
categories as soon as it has been re- 
ceived in the account and its nature an- 
alyzed. These groups are: 


1. All executorships 

2. Investments requiring special su- 

pervision 

3. Investments for regular supervision 

4, Investments in which our authority 

is limited. 

In this way we make sure that family 
businesses in executorships are analyzed 
very promptly, and reviewed periodical- 
ly during the administration of the es- 
tate. Group 2, cases requiring special 
supervision, might include companies 
with acute business or management 
problems, those in the course of major 
expansion or recapitalization, or those 
in the midst of sales negotiations. Only 
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a few investments remain in Group 2 for 
any length of time. Group 3 comprises 
most of our cases, which are reviewed 
regularly. If and when they develop spe- 
cial problems, they are transferred to 
Group 2. Group 4 includes those invest- 
ments which we are directed to retain, 
or those in which business decisions or 
questions as to retention or sale are the 
exclusive responsibility of our co-trus- 
tees. 

This method of organization has 
proved to be well suited to our needs. In 
every case it is very important to get a 
prompt analysis of the estate and the 
company. We believe that it is desirable 
to keep close corporation work separate 
from regular trust and investment ad- 
ministration, for only in this way can 
we use the specialized skills of our offi- 
cers effectively. Of course the natural 
tendency, if there is a special business 
investment in an estate, is for the officer 
in charge of that investment to take on 
general investment and trust adminis- 
tration work. If this is not resisted, the 
result usually is that he has too little 
time for special business investment. We 
therefore keep these three functions as 
separate as possible, although, of course, 
the three administrators cooperate very 
closely. 

In order to insure complete and peri- 
odic coverage of all special business in- 
vestments, departmental meetings are 
held weekly, and once a year a summary 
is made of every investment which has 
been reviewed by the Department. The 
Trust Committee reviews them periodi- 
cally, and decides special questions 
whenever they arise. We believe strongly 
in the desirability of group judgment in 
decisions as to holding or selling, and 
expansion plans. In fact, we have a rule 
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in our company that no special business 
investment may be sold without the ap- 
proval of the Trust Committee, which 
considers the report and recommenda- 
tion in detail. This rule has been extend- 
ed to cover important major business 
decisions such as recapitalizations or ex- 
pansions which might affect the value of 
the investment. Before any of our off- 
cers accepts an appointment as a direc- 


tor of a company, we also have that 
cleared through the Trust Committee as 
we want them to serve only in cases 
where it appears necessary to the best 
interests of the trust. 

A problem which causes us trouble 
from time to time is that of executive 
compensation. Often the family is un- 
willing to see the man who is responsi- 
ble for the business receive an amount 
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adequate to keep his services. We try to 
keep ourselves familiar with the amount 
of executive compensation appropriate 
to the size of the company and the in- 
dustry in which it operates. The services 
to which we subscribe are often most 
helpful in our dealings with the co-trus- 
tees and beneficiaries who question ex- 
ecutive salaries. 


Valuation 


As a start to our investment analysis. 
we gather background information on 
the business and also summarize the pro- 
visions of the will or trust. Examples of 
our Special Investment forms are repro- 
duced herewith. One is used for back- 
ground information on the company, 
and the other for a summary of account 
factors. 

There are, of course, as many ideas 
about the value of a close corporation 
investment as there are people who try 
to estimate it. In general there are two 
main approaches to valuation, the first 
based on earnings and the second based 
on asset values. Asset values are signifi- 
cant mainly where there is a controlling 
and preferably a majority interest in the 
corporation held in the account, and 
where the nature of the asset is relative- 
ly liquid. Earnings become of major sig- 
nificance when they are high in relation 
to asset values. In calculating earnings 
of a small family business, the salary sit- 
uation has to be taken into considera- 
tion, as there may be distortions which 
affect the real earning power. 

There are very different realizable 
values for majority and minority inter- 
ests in the same corporation. In general 
when people in the corporation think of 
selling it, they are inclined to place a 
value which is far too high, because it is 
customary for them to think of the asset 
value as a fixed base and then to add an 
intangible value, often substantial, for 
good will. On the other hand, when it 
comes to a valuation for tax purposes, 
we sometimes have to persuade co-trus- 
tees that we should not put in a tax 
value at a ridiculously low figure. We 
feel that it is important for the estate 
and also for our own reputation that we 
report as tax valuations only those fig- 
ures which are based on a careful an- 
alysis and by comparison with other 
companies. My experience has been that 
the men who are working for the In- 
ternal Revenue Service have been fair in 
the overwhelming majority of cases. 


Flexible Role 


The degree of our participation in the 
affairs of the business depends on the 
circumstances in each case. Sometimes 








we take a very active part for a few 
months and in some cases we stay close 
to the management functions for years, 
On the other hand, our general plan js 
to get the business into capable manage. 
ment hands and let them do the job, 
holding them responsible for meeting the 
standards which we would apply to any 
marketable investment. Then if we see a 
declining sales or profit trend, or some 
threat to the business, or if we see a 
dividend policy which is either too high 
for the needs of the business, or unfair. 
ly low for the beneficiaries, we may be 
forced to take again a more active part. 
Obviously this must be a matter of judg. 
ment, and we prefer to bring such prob. 
lems to the Trust Committee after thor- 
ough investigation by the officer as. 
signed to the account. In all cases, there 
must, of course, be thorough initial 
study and then periodic reviews to be 
sure that the investment is being well 
managed. 

When we retain the investment in the 
family business, we always try to influ- 
ence the management to follow normal 
corporate procedures. This is an area 
where perhaps above all others the great- 
est qualities in the administrator are 
diplomacy and tact, and it is amazing 
what an influence a good trust officer 
can come to have in the company’s af- 
fairs if he goes about it in the right way 
and does not antagonize the manage- 
ment. The greatest danger of surcharge 
appears not to be the fact that we may 
have an investment in a business which 
fails, but rather the possibility that we 
may not have adequate records to show 
that it has been reviewed and consid- 
ered periodically by the officers who are 
responsible for it. Unusual and trouble- 
some cases are taken before our Trust 
Committee at any time, and the ordinary 
regular reviews are in any case made at 
least once a year. 

Perhaps our greatest problems in 
prosperous special business investments 
are the recapitalizations and expansions 
which all growing businesses seem to re- 
quire from time to time. When recapi- 


_ talization changes the surplus it can 


cause serious apportionment problems in 
Pennsylvania trusts, and we always look 
at them with this in mind. Expansions 
often cause the creation of debt and the 
great increase in plant investment which 
might in some cases jeopardize the com- 
pany if it ic done to an excessive degree. 
Here again we must use common sense 
in realizing the needs of the business, 
while guarding against over-exp3ns‘on 
which would weaken and perhaps im- 
peril it in a period of bad business. 
(Continued on page 650) 
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TRUSTEE AND BENEFICIARY POWERS 


Guide to Discretionary and Appointive Powers 
Governing Present and Future Enjoyment 


ECENT LITERATURE HAS REVEALED, 
both negatively and affirmatively, a 
considerable concern over the need for 
flexibility in estate planning.’ It is read- 
ily apparent that this essential (although 
often neglected) element of estate plan- 
ning can largely be provided through 
the inclusion of an appropriate combin- 
ation of appointive and discretionary 
powers in any trust which is to be 
created. However, little attention has 
been devoted in published writings to 
working out planning details when such 
powers are to be employed. 
This discussion treats powers as fall- 
ing into two primary categories: 


1. “discretionary powers” under 
which a trustee is empowered in his 
discretion to pay out or withhold in- 
come or to invade corpus; and 

2. “powers of appointment” held by 
a beneficiary (usually the life benefi- 
ciary) or possibly even by a person 
not otherwise interested in the trust. 


Such powers, as treated here, relate to 
the beneficial rights in trust property 
rather than to management of the trust. 
These powers are used, then, to deter- 
mine present and future benefits under 
a trust and to decide what persons are 
to enjoy these benefits. 


Sometimes a discretionary power will 
be a combination of these two principal 
varieties, as when the power is vested 
in a trustee who is also a beneficiary. 
Such a combination creates a possible 
area of hidden tax dangers,” since what 
may not initially appear to be a general 


The foregoing article represents the substance of 
several lectures delivered by the author to various 
estate planning councils in Northern California. 

1E.g., in November, 1960, Michel, ‘““Tax Avoidance 
Can Be Very Unwise: Five Fables for Lawyers,”’ 46 
A.B.A.J. 1198 (1960), included a ‘fable’ demon- 
strating the danger of subsequent changes in cir- 
cumstances after property has been rigidly tied up 
for an extended period, while in the November issue 
of this publication, Wormser, ‘Flexibility in 
Trusts,’”’ 99 TRUSTS AND ESTATES 1016 (1960), dis- 
cussed the tax and non-tax advantages of an illus- 
trative plan which is calculated to provide adequate 
flexibility for the duration of the trust. 

2It is hoped that such practical problems as that 
of the trustee’s dual capacity are so obvious that 
they will always be considered. Legal limitations in 
various states, such as that posed by N. Y. Real 
Prop. Law, Sec. 141, must also be considered. 
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power may be so treated because of the 
trustee-beneficiary’s authority to fix his 
own distributive rights. 

A number of other situations may 
arise in which the selection of the trus- 
tee may require a careful consideration 
of tax consequences. Thus the first prob- 
lem is that of placing discretionary pow- 
ers only in “disinterested” parties unless 
it is clear that the consequences of any 
dual capacities are recognized and ac- 
ceptable to the person making the dis- 
position, 


Selecting Appropriate Powers 


The type of power which will be em- 
ployed will, of course, depend upon the 
function it is to fulfill. The settlor of a 
trust must be led carefully to decide the 
scope and nature of each power and the 
person upon whom to confer it. Numer- 
ous factors enter into such decisions, in- 
cluding, just to mention a few: the 
settlor’s appraisal of and prejudices 
about prospective trustees and benefici- 
aries; the degree to which the settlor 
is willing to permit other persons to 
vary his basic scheme; the tax objec- 
tives and consequences (particularly dif- 
ferentiating testamentary trusts from 
living trusts, which are subject to the 
stricter “grantor rules” as to estate and 
income taxation); and the probable 
duration of the trust in question. 

Fiduciary and beneficiary powers are 
commonly useful for postponing deci- 
sions, covering oversights and adjust- 
ing to changed conditions. These pur- 
poses are significant whether the trust 
involved is a relatively short-lived one 
for a minor, one to provide skilled man- 


agement, one merely to protect the in- 
terests of successive beneficiaries, or one 
to avoid unnecessary taxation. Thus the 
appropriate powers can be used to make 
any trust arrangement, whatever its 
purpose, more attractive to all concern- 
ed. A particular power may be calcula- 
ted to take advantage of specific tax- 
saving opportunities, or it may just be 
intended to enlarge the general rights of 
a beneficiary. Powers over enjoyment 
must be selected for their particular 
roles and tailored accordingly. 

If tax considerations are a significant 
factor, the choice of powers will usually 
be limited to those which will not be 
classified as general for tax purposes. 
However, one major exception must be 
noted, and that is in the case of a mari- 
tal deduction trust. Here the objective 
will be to qualify for the deduction, so 
that a general power of appointment 
must be created, but a desire to avoid 
other adverse consequences may affect 
the nature of the general power and 
may dictate the use of complementary 
non-general powers. Commonly, whether 
or not justified, a husband will think it 
necessary to preserve the property from 
his wife’s indiscretions or from _ the 
effect which importuning relatives may 
have upon her use of the power. Here, 
if the deduction is to be taken anyway, 
it may be desirable to limit the power 
to testamentary exercise, hoping to en- 
sure consultation with the family lawyer 
and to relieve the widow of immediate 
pressures or temptations. 

Then, it may be well to add a special 
power in the widow to appoint during 
her lifetime only to a safely limited 
group, and a power in the trustee to 
pay out principal. Thus, the spouse’s 
gift-making potential is preserved in be- 
half of special objects of the husband’s 
bounty, but other temptations are elim- 
inated. So are the adverse capital-gain 
consequences of unlimited powers of 
withdrawal. The trustee’s discretionary 
power assures adequate provision for 
the widow. The latter power is even a 
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useful supplement to a general inter 
vivos power of appointment, as a safe- 
guard against incompetency. 


Range of Tax Saving Trusts 


In other cases, where a trust is set 
up to confer limited rights upon an in- 
dividual. whether for his own protection, 
to preserve the property for another or 
for tax reasons, it is normally desirable 
to avoid creation of general powers. If 
an independent trustee is used, a discre- 
tionary power will not be deemed gen- 
eral, and special powers of appointment 
can also be employed to the extent the 
beneficiary himself is to control enjoy- 
ment (typically of the remainder) with- 
out serious adverse tax consequences. 
Trusts which are calculated to save taxes 
may range all the way from what might 
be called a “maximum benefit trust” to 
a wholly discretionary trust. 


The “maximum benefit trust” could 
permit the beneficiary: to receive all of 
the income; to demand such limited 
amounts of principal as are allowed 
under Internal Revenue Code sections 
2041 (b) (1) (A), 2041 (b) (2), 2514(c)- 
(1), and 2541(e); to receive additional 
amounts of principal in the liberally de- 
fined discretion of the trustee; and to 
hold a broad special power to appoint 
the remainder by will (or even, with 
but limited gift-tax consequences, to ap- 
point corpus by deed). Such a trust is 
primarily calculated to save death taxes. 
It does so with only slightly less than 
the benefits of outright ownership. 


At the other extreme is the wholly 
discretionary trust which, in addition to 
saving death taxes, is calculated to save 
income taxes to the extent the benefici- 
ary does not actually need the income. 
If surplus income is to be saved for 
retirement needs or is to be passed on 
to the next generation, there is no sense 
in adding it unnecessarily to the taxable 
income of the immediate beneficiary. 
Such a trust might then provide for in- 
come and principal payments only in 
the discretion of the trustee. It might 
also include a special power in the 
beneficiary to appoint the remainder. 

Note, however, that in this latter type 
of trust the limited powers allowing the 
beneficiary to demand payments (under 
the above-mentioned sections of the 
Code) are out of place because of their 
apparently adverse income-tax conse- 
quences.” Such a wholly discretionary 
trust is likely to be appropriate for the 
surviving spouse of the testator or testa- 


el 


— ILR.C. Sec. 678 (a) (1) as read with Secs. 661- 


Jury 196] 


trix, especially as a supplement to a 
large marital deduction trust (keeping in 
mind that the income-tax bracket of that 
spouse will change drastically when the 
joint-return privilege is lost). Such a 
trust may also be appropriate for a son 
or daughter who is already well estab- 
lished financially. 

By broadening the class of discretion- 
ary distributees or by allowing inter 
vivos appointments to descendants of 
the primary beneficiary, the benefits and 
the tax burdens may be more advantage- 
ously allocated on the basis of each 
year’s conditions. This is particularly 
important if the trust itself would other- 
wise reach a high income tax bracket. 
To some extent (but now certainly with 
an eye on impending legislation) multi- 
ple trusts may be used if large estates 
are involved. Where each spouse has, 
or after taking the marital deduction 
will have, a large estate, discretionary 
trusts should be so planned as to avoid 
combining their estates, each spouse cre- 
ating his own separate trust for each 
child. 

Tax-saving trusts which incorporate 
well chosen powers thus facilitate “skip- 
ping a generation” to whatever extent 
seems appropriate, without risk of hard- 
ship to the person skipped. If circum- 
stances change, the powers have built 
flexibility into the plan so that it can 
be adapted to new developments. 

Thus a wide variety of powers are 
available, and the right power can be 
chosen to fill a precise need. Often what 
can be accomplished through one power, 
can also be accomplished and with great- 


er advantage through a combination of 
lesser powers carefully allocated among 
trustees and beneficiaries. 


Drafting Considerations 


Optimum benefits through the use of 
the appointive and discretionary powers 
obviously will depend upon the ‘selected 
powers being tailored to the settlor’s 
objectives. In addition wasteful litiga- 
tion, hard feeling among beneficiaries, 
and excessive caution on the part of the 
trustee or the donee of a power of ap- 
pointment can be avoided only if basic 
questions are answered in the creative 
instrument. 


A, Discretionary Powers 


Certain recurring questions arise in 
connection with discretionary powers, 
and the trustee is entitled to be given 
the answers in the trust instrument. 
Proper utilization of such powers will 
hinge upon whether the trustee knows 
the nature and extent of his discretion. 
Of major importance are the following: 

1. What standard is the trustee to 
apply in making distributions? It may 
be that a trust will not always be ade- 
quate to maintain a beneficiary’s accus- 
tomed manner of living. On the other 
hand, payments in excess of that needed 
for support may be desirable and in 
some cases easily justified by the amount 
of the trust. The draftsman might, in 
addition to providing an appropriate 
standard, make clear which _benefici- 
aries’ interests are to be deemed para- 
mount. 

2. Are other means of support to be 
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considered by the trustee in exercising 
his judgment? If consumption of the 
beneficiary’s other assets, including an 
accompanying marital deduction trust, 
is desirable to save death taxes, to avoid 
unnecessary income taxation, or simply 
to conserve the trust estate, then other 
resources of the discretionary benefici- 
ary should be taken into account. In 
appropriate cases it should be stated 
whether the support obligation of a par- 
ent or spouse of the beneficiary should 
be considered, and the possibilities of 
remarriage and adoption ought not to 
be overlooked. 

3. To what extent is the beneficiary 
to have an interest which will be en- 
forceable against the trustee? Although 
no discretion is wholly immune from 
judicial review, words such as “absolute 
and uncontrolled” do affect the willing- 
ness of courts to overrule a trustee’s 
judgment if an abuse is alleged. Both 
the trustee and the primary beneficiary 
may be best served by providing that 
discretionary distributions are to be ab- 
solutely binding only so far as the re- 
maindermen are concerned. 

Whenever discretionary powers are 
included in a trust instrument and sev- 
eral beneficiaries may receive the bene- 
fits thereunder, a collateral question to 
be answered is whether or not the in- 
equality of benefits during the existence 
of the trust is to be taken into account 
in distributing the trust estate to such 
beneficiaries or their issue upon termina- 
tion. Some trust companies would pre- 
fer, if feasible, to eliminate this prob- 
lem through the use of separate shares. 
unless prior unequal payments are to 
be disregarded upon ultimate distribu- 
tion. 


B. Powers of Appointment 


There are a substantial number of 
recurring questions which should be 
covered in the instrument creating a 
power of appointment, particularly a 
special power. These questions princi- 
pally relate to the manner of exercise by 
the donee. 

1. If the donee’s will fails to mention 
powers of appointment, is a general 
residuary clause in his will to be deemed 
to have exercised the power? The usual 
rule at common law presumes no exer- 
cise in such a case, but the contrary is 
commonly provided by statute unless 

4The cases are far from harmonious, but Restate- 
ment, Trusts 2d, Sec. 128, comment e (1959), pro- 
vides that there is an inference that the beneficiary 
under a support standard is entitled to amounts 
needed for support regardless of other resources. 

52 Scott, Trusts, Sec. 187 (2d ed. 1956). See also 
Cal. Civ. Code, Sec. 2269. 


®Separate shares may also have income-tax advan- 
tages. See I.R.C. Sec. 663(c). 
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the creative instrument provides -other- 
wise. 


2. Can the donee of the power release 
it? Modern statutes in many states per- 
mit release, but express provision may 
still be needed in others. 

3. Is it permissible, in the exercise of 
a power, for the donee to appoint prop- 
erty to some but not all of the objects 
of the power? Surprising as it may 
seem, it is commonly held that the donee 
must appoint at least a _ substantial 
amount to each person in the class of 
permissible appointees when there is 
nothing in the language of the creative 
instrument which would suggest the con- 
trary. 

4. Can the donee appoint the prop- 
erty in trust again, and if so can he 
create new powers of appointment? It 
is nearly always desirable to permit such 
appointments. The legal status, practical 
capacities or economic position of an 
appointee may make such an exercise 
of the power appropriate. Because of 
the Rule Against Perpetuities and its 
related common-law rules (e.g., restric- 
tions on accumulations) or statutory 
counterparts of these rules, anyone ad- 
vising the donee who does so appoint 
should be extremely careful. The danger 
is particularly great when the donee in- 
discriminately exercises all powers in 
the residuary clause of his will, leaving 
everything in trust. In such exercise, 
the relation-back principle applicable to 
all special and all testamentary powers 
is readily overlooked. An adequately 
drawn provision creating a power of 
appointment will cover all such ques- 
tions. 

Initially, of course, it is essential to 
make clear whether a power is to be 
general or special and whether it is ex- 
ercisable only by will, only by deed, or 
in either way. It may be preferable to 
provide that a power can be exercised 
by delivery of a writing to the trustee, 
thus avoiding the problems which may 
be posed by delays in probate or by 
nonprobate of a will, or which may arise 
because of uncertainties as to what 


state’s formal requirements the will must ” 


satisfy. When exercise may be effected 
by a writing delivered to the trustee, the 
donor should specify whether the donee 
may direct immediate payments out of 
corpus or may only appoint the remain- 
der on the life beneficiary’s death — 

7E.g., In Re Sloan’s Estate, 7 Cal. App. 2d 319, 
46 P. 2d 1007 (1935). 

8The above matters have been discussed at length 


in Halbach, “‘The Use of Powers of Appointment in 
Estate Planning,” 45 Iowa L. Rev. 691 (1960), 


- which also contains a sample provision covering 


such questions. 
®See Comment, 26 U. Chi. L. Rev. 466 (1959). 





and if the latter, that the appointive 
instrument remains revocable through. 
out the donee’s lifetime. 

Since the principal purpose served jn 
creating a power of appointment is usy.- 
ally to provide flexibility in the trust 
over the period of its existence, it js 
essential that, in drafting the power, its 
scope is not so narrow as to defeat this 
objective. Thus, it should normally be 
provided that the donor’s widow, for 
example, may appoint to one or more 
of the donor’s isswe (and preferably 
also the spouses of the issue), rather 
than merely among his children. The 
all-too-common failure to describe an 
adequately broad class of permissible 
appointees will prove fatal in the very 
situation for which the power is most 
needed. 

When an object dies during the 
donee’s lifetime, it is usually natural 
that both donor and donee would want 
to provide for the deceased object's 
family. But there may be no person in 
that family to whom a share could be 
validly appointed. That family is then 
precluded from taking, and the donor’s 
intent will be frustrated. This warning 
cannot be overemphasized. The most 
vital point in planning such powers is 
to insure that the class of objects is 
broad enough to suit the donor’s pur- 
pose. 


The Product 


The end result of a well drawn trust 
effectively utilizing powers will be a 
flexible arrangement which can _ be 
adapted to almost any _ eventuality. 
Thoughtful use of beneficiary and trus- 
tee powers over enjoyment will also 
offer important opportunities for tax 
saving. As fringe benefits, discretionary 
powers tend to remove friction over in- 
come and principal questions, while 
powers of appointment permit amend- 
ment to clarify poorly drawn remainder 
provisions after the events arise which 
would otherwise cause litigation. 

In the over-all evaluation, the most 
compelling of the reasons for employing 
appointive and discretionary powers is 
that many appropriate and valuable 
trust arrangements can thereby be re- 
lieved of the rigidity which might other- 
wise render the plan objectionable. By 
the insertion of an appropriate array of 
dispositive powers, allocated among 
beneficiaries and independent trustees. 
even a long-term scheme, if sensible to 
begin with, can be made into an adapt- 
able, economical arrangement. 


l0See Daniel v. Brown, 156 Va. 563, 159 S.E. 209 
(1931). 
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N SEPTEMBER 14, 1960 PRESIDENT 

Eisenhower signed into law Public 
Law 86-779 sometimes referred to as the 
Real Estate Investment Trust Act of 
1960, which activated investment real 
estate specialists to take advantage of 
opportunities thus opened. Investors by 
and large have yet to appreciate the im- 
portance of this amendment to the tax 
law that was so apparent to the special- 
ists. 

How did this come about? What will 
be the effect on the national economy? 
How can individual investors benefit? 
How do fiduciaries view the field? These 
questions are being constantly asked of 
knowledgable real estate lawyers, brok- 
ers, trustees, and investors with large 
property ownerships. Perhaps a brief re- 
view of the long history of real estate in- 
vestment trusts will help bring things 
into perspective and lead to an objective 
analysis of where matters now stand and 
to conclusions as to where the trends of 
the future will lead. 

The origin of the Massachusetts real 
estate trust device goes back more than 
one hundred years to the period when 
Massachusetts laws prohibited the own- 
ership of real estate by a corporation 
other than property incidental to its bus- 
iness; i.e., a shoe manufacturing com- 
pany could own the factory buildings 
housing its production of shoes. At that 
mid point of the 19th Century, real 
estate was one of the commonest forms 
for investment of wealth, the industrial 
revolution having just started to take ef- 
fect in the financial world. Boston Trus- 
tees could and did purchase income-pro- 
ducing real estate for large portfolios; 
in smaller accounts any such investment 
would involve imprudent lack of diversi- 
fication. 

Accordingly, the Massachusetts trust 
form with transferable shares was de- 
vised, and, in order to comply with the 
laws against perpetuities, the existence 
of the trust was normally limited to 
twenty years beyond the end of certain 
named lives in being. Originally, such 
trusts were limited to a small number of 
accounts managed by the Trustees and 
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Origins and Prospects 


JOHN H. GARDINER 


investments were limited to downtown 
real estate near the busy water-front of 
Boston, a city then enjoying tremendous 
growth and activity. After the first few 
trusts were successfully organized, invi- 
tations were extended to segments of the 
general public to participate through 
subscription shares. 

In 1886 the Boston Real Estate Trust 
was formed by William Minot, Jr., John 
Quincy Adams, Robert Codman, Abbott 
Lawrence and Samuel Wells with orig- 
inal capitalization of $2,000,000. So far 
as can be ascertained, this is the oldest 
trust still operating, although under an- 
other name. By 1889 values of down- 
town Boston properties had been bid up 
to such high levels that the income yield 
was insufficient to attract additional cap- 
ital, and in that year the Boston Ground 
Rent Trust was organized for the pur- 
pose initially of purchasing ground lease 
properties in such cities as Chicago, 
Denver, Kansas City and Omaha, which 
were just then emerging from military 
outposts and developing into major com- 
mercial centers. 


Pooled Investment in Leases 


The success of these trusts definitely 
established the real estate investment 
trusts as a medium for participation by 
the small investor in commercial prop- 
erties that would otherwise be beyond 
the reach of most individuals. Many 
such trusts were subsequently formed 
and brought investment capital to grow- 
ing areas of the Midwest and Far West 
sections as the railroads pushed West 
and new centers of commerce began to 
develop. 

In years of prosperity, when capital 
was readily available, new shares of the 
existing trusts were issued and purchas- 
ed by individuals and fiduciaries alike, 
effectively competing with industrial 
stocks as the railroads, utilities, and 
manufacturing concerns developed and 
prospered, 

Following the great depression, a 
court ruling in 1936 held that a Massa- 
chusetts trust with transferable shares 
was taxable as a corporation and sub- 





Trustee, Real Estate Investment Trust of America, Boston, Mass. 


ject to the Federal corporate income tax, 
In the depression years, such a corporate 
tax was of minor consequence, but in the 
years following World War II, the bur. 
den was so oppressive that it became im- 
possible to interest investors in purchas- 
ing new shares of real estate trusts while 
the Federal government was taking away 
up to fifty-two per cent of the net income 
in taxes. 

In 1948 Mr. Edwin D. Brooks, a Trus- 
tee of several Boston based real estate 
trusts, began consultations with legal 
counsel as to the possibility of obtaining 
an amendment to the tax code, extending 
to qualified real estate trusts the same 
conduit treatment that had been extended 
to the so-called mutual funds, and which 
had led to their extraordinary growth, 
Attempts to secure enactment by Con- 
gress failed until in 1956 a thoroughly 
compromised bill was enacted by Con- 
gress only to be vetoed by President Eis- 
enhower a few days following the fam- 
ous Suez crisis. However, the group of 
Trustees who had joined Mr. Brooks in 
his endeavor believed that the equity of 
their case had not been fully understood 
by Federal authorities and determined 
to continue to press for enactment. 


Period of Liquidation 


These efforts were crowned with suc- 
cess by the enactment of Public Law 86- 
779 by unanimous vote of both houses 
of Congress and by the approval of Pres- 
ident Eisenhower in 1960. Thus ended 
three decades of almost insuperable odds 
against the expansion of existing trusts 
or the formation of new ones. In fact, 
during this period the majority of real 
estate trusts had disappeared from the 
scene either through merger or liquida- 
tion. Shareholders had despaired of re: 
ceiving tax relief and recognized the op- 
portunity to realize the full asset value 
of the trust through liquidation and sale 
of the properties to tax exempt institu: 
tions or to wealthy individuals who were 
able to obtain their own diversified port- 
folios without encountering the Federal 
corporate income tax. The temptation 
was great, and the shares were selling al 
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a disc. int which roughly reflected the 
fifty-\..» per cent take of the Govern- 
ment. |}owever, a handful not only sur- 
vived. ut retained sufficient vigor to 
suppor: the long and rather costly strug- 
gle to obtain tax relief. The largest and 
perhap) the best known of these trusts 
is Real {state Investment Trust of Amer- 
ica. forined in 1955 for the purpose of 
acquiring all the assets of three prede- 
cessor trusts, the oldest of which was the 


aforementioned Boston Real Estate 
Trust. [i is perhaps worthy of note that 
through this period of 74 years of con- 
tinuous operation a record of uninter- 
rupted dividends has been maintained. 
Most of the surviving trusts are based 
in Boston or Chicago. 


High Income Yields 


An analogy is often drawn between 
real estate investment trusts with trans- 
ferable shares and the mutual funds. In 
1940 such funds were granted their ex- 
emption from taxation and in the follow- 
ing two decades have grown in total 
assets from less than two billion dollars 
to more than eighteen billion dollars. 
There are many informed financial men 
who believe that the analogy can be ex- 
tended even to such a record of growth. 
An analysis of Public Law 86-779 dis- 
closes a number of tests which must be 
passed by a real estate trust in order to 
qualify for these tax benefits, among 
them being the requirement that at least 
ninety per cent of the taxable income 
(other than net long-term capital gains) 
must be distributed each year. 

This requirement apparently classified 
real estate trusts as income trusts and it 
is well known that real estate commonly 
has offered a high rate of income yield. 
Therefore, the small investor who has 
been purchasing shares of mutual funds 
to obtain expert management and pru- 
dent diversification can now pool his 
funds with those of others and obtain 
these same benefits, together with high 
income yield without the penalty of the 
Federal corporate income tax. Many 
Boston Trustees have found these shares 
particularly desirable for trust accounts 
requiring greater income yield than is 
available currently from industrial stocks 
at present market levels. Of course, it is 
important to choose Trustees who have 
the experience and_ skills necessary to 
avoid the many pitfalls that are inherent 
in real estate investment and the vision 
to acquire true growth pzoperties. In ad- 
dition, there are certain provisions of the 
Federal tax code that offer still greater 
growth opportunity, particularly through 
the use of accelerated depreciation. 
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Liabilities and Their Limitation 


Projects beyond the reach of syndi- 
cates and individuals can now be under- 
taken and may well include redevelop- 
ment of vast urban and suburban areas. 
The impact has not yet been felt, mainly 
because the United States Department of 
the Treasury has not yet issued its final 
regulations, and the Securities and Ex- 
change Commission has only recently 
issued its tentative regulations. Further- 
more, the laws of many of the fifty states 
treat a real estate trust with transferable 
shares as a partnership and impose un- 
desirable liabilities upon shareholders 
individually. However, New York has 
now amended its statutes in a manner 
that will, in the opinion of many, go far 
toward relieving shareholders of such 
liabilities, and it is expected that most 
of the other states with such statutes on 
their books will very shortly follow suit. 

On the other hand, these real estate 
experts are greatly disturbed by the ten- 
tative regulations of the United States 
Treasury Department which seemed to 
impose upon the statute several qualifi- 
cation requirements that cause experi- 
enced real estate investors to hesitate. 
Unless the final regulations remove some 
of these restrictive requirements, many 
people believe that the problems of start- 


ing new real estate investment trusts will 
be so great and numerous as to discour- 
age all but the most optimistic and ener- 
getic. Nevertheless, many of the existing 
trusts have been able to rearrange their 
affairs in a manner that, in the opinion 
of counsel, will permit qualification for 
the tax benefits. If it can be done by the 
existing trusts, it can be done by newly 
formed entities. If the Treasury Depart- 
ment is realistic and follows the very 
apparent intent of the Congress by tail- 
oring regulations to fit the spirit of the 
law, it would appear that real estate in- 
vestment trusts have a very bright fu- 
ture and can contribute considerably to 
the long-range growth of the economy. 
AAA 
TAX CONFERENCE SCHEDULED 

The 14th Annual Federal Tax Con- 
ference sponsored by the University of 
Chicago Law School in cooperation with 
University College will be conducted 
October 25-27 at the Prudential building 
auditorium, according to conference 
chairman John Potts Barnes of the 
Chicago law firm of MacLeish, Spray, 
Price and Underwood. Approximately 
400 lawyers, accountants, controllers and 
others interested in taxation from 
throughout the United States are ex- 
pected to attend the meeting to hear 
experts discuss various tax problems and 
developments. 
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MILLION DOLLAR ROUND TABLE MEETS 


OME 800 MEMBERS AND GUESTS AT- 
ee the annual meeting of the 
Million Dollar Round Table at the Amer- 
icana Hotel, Bal Harbour, Fla., June 
25-29. Deane C. Davis, president of 
National Life of Vermont, announced 
that his company is presenting $5,000 
to the Million Dollar Round Table Foun- 
dation in honor of this year’s MDRT 
Chairman, James B. Irvine, Jr., CLU, 
the company’s general agent at Chatta- 
nooga. Mr. Irvine announced that the 
final membership figures for this year 
reached 2,932. 

Attacking the growing “something 
for nothing” attitude in American life, 
Mr. Davis said: “We of the life insur- 
ance business have been the victims of 
this same ‘something for nothing’ phil- 
osophy.’ We have far too often chosen 
the easy way. Companies have too often 
gone ‘high, wide and handsome’ in the 
prescription of group limits. Too many 
agents have entered into an unholy al- 
liance with security dealers and mutual 
funds companies. Too many agents have 
become financed-insurance _ specialists. 

“As a first step toward setting our 
own house in order, I suggest that home 
office and field men alike dedicate our- 
selves to the solution of the replace- 
ment problem,” and in this connection 
Mr. Davis mentioned the recent com- 
mittee recommendation that the Na- 
tional Association of Insurance Com- 


missioners strongly warn that it is 


seldom in the policyholder’s interest to 
replace a policy and suggest means 
of obtaining impartial help to decide 
whether a suggested replacement is in 
the policyholder’s interest. 
Traditionally a speaker at the opening 
breakfast is the president of the Na- 





tional Association of Life Underwriters, 
who this year is William E. North, CLU, 
general manager of New York Life at 
Evanston, Ill. Mr. North stressed the 
seriousness of the gap between the 
amount of life insurance in force and 
the amount that ought to be in force for 
even minimum standards of protection 
and retirement income. 

“We must help more people to un- 
derstand and appreciate that the only 
completely dependable security is that 
which they themselves buy, own and con- 
trol. This is the way to true financial 


independence,” Mr. North observed. 
“People must again be taught that life 
insurance is property — premier prop- 
erty — and why.” 


Another tradition of the Round Table 
is to invite to its annual meetings as 
speakers the heads of other professional 
groups with whose members life insur- 
ance men customarily cooperate on es- 
tate planning and related matters. This 
year the Round Table heard from Rob- 
ert R. Duncan, chairman of the board 
of the Harvard Trust Co. of Cambridge, 
Mass., who is president of the Trust 
Division, American Bankers Associa- 
tion; Louis H. Pilié, partner in Barton 
Pilié, Hughes & Jones, New Orleans, 
president of the American Institute of 
Certified Public Accountants, and John 
C. Satterfield, of Satterfield, Shell, Wil- 
liams & Buford, Yazoo City, Miss., presi- 
dent-elect of the American Bar Associa- 
tion. 

At the annual business meeting, the 
Executive Committee slate announced in 
April was unanimousely elected. The 
new committee will take office Novem- 
ber 1, the start of the 1962 Round Table 
year. Lester A. Rosen, CLU, Union 


Members of Executive Committee of 1962 Million Dollar Round Table. elected at annual 
meeting, June 25-29, at Bal Harbour, Fla., to take over on November 1, 1961: From left, 
Iram H. Brewster, Phoenix Mutual Life, Pittsburgh, the new man on the committee; 
James B. Irvine Jr., CLU, National Life of Vermont, Chattanooga, who will continue 
on Committee as Immediate Past Chairman of 1961 MDRT; Lester A. Rosen, CLU, Union 
Central Life, Memphis, 1962 Chairman; Daniel H. Coakley, New York Life, Boston, 1962 
Vice-Chairman, and Alfred J. Lewallen, CLU, Mutual Benefit Life, Miami, reelected. 
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Center Life, Memphis, will advance 
from vice chairman to chairman, suc. 
ceeding Mr. Irvine, who will continue 
on the Executive Committee another 
year as immediate past chairman. Dan. 
iel H. Coakley, New York Life, Boston, 
now in his second year on the Executive 
Committee, will become vice chairman. 
Alfred J. Lewallen, CLU, Mutual Benefit 
Life, Miami, will continue on the com- 
mittee for a second year. Iram H. Brew. 
ster, Phoenix Mutual Life, Pittsburgh, 
will be the new member of the Executive 
Committee. 

The 1962 annual meeting will be at 
the Queen Elizabeth Hotel, Montreal, 
July 15-20. 

T&E’s columnist Charles C. Robinson, 
who attended the convention, expresses 
his reactions to the proceedings at p. 
640. A further report will be published 


next month. 
A A A 


ASSOCIATION IMPLEMENTS PERSONAL 
AFFAIRS MONTH 


The Corporate Fiduciaries Associa- 
tion of Philadelphia has launched a new 
public relations program under the 
guidance of Kelly Associates, profes- 
sional counselors. This program is be- 
lieved to be the first of its type for such 
an organization. 

H. Woodward McDowell, president of 
the association and vice president and 
trust officer of Central-Penn National 
Bank, in announcing the program said: 
“Banking matters do not have to be dry 
or dull if they are explained to the pub- 
lic in laymen’s terms.” He cited two 
recent radio programs stressing the im- 
portance of estate planning and trust 
services presented by the association in 
connection with “Personal Affairs 


Month” in May. 


A A A 
FOUNDATION GROWTH 


The Cleveland Foundation took 12 
years to attain its first $300,000 of cap- 
ital assets. It took 29 years to reach the 
size of six or seven million. In the last 
17 years it has soared at an accelerating 


‘pace past $60,000,000. It grew by more 


than $8,000,000 in the first four months 
of 1961. 

Similar curves trace the growth of 
the community foundations in Boston, 
Chicago, Winnipeg, New Haven and 
elsewhere. . . . Hundreds of small and 
modestly well-to-do are being attracted 
to establish testamentary and _ living 
trusts in community foundations giving 
a broad base to this type of philan- 
thropy for the first time in history... - 


Excerpt from address by president Harrison M. 
Sayre at annual conference of the National Council 
on Community Foundations, Inc., May 11, 1961. 
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STATEMENT OF CONDITION 


June 30, 1961 


RESOURCES 
Cash on Hand and Due from Banks...... 


U. S. Government Securities............ 
State and Municipal Securities........... 
Other Bonds and Securities.............. 
Loans and Discounts... . 2. 066s ccacicss 
Federal Reserve Bank Stock............. 
Customers’ Liability on Acceptances...... 
Accrued Interest and Other Resources... . 
I ob ocle wed ed Ou see eas 





Total 
LIABILITIES 

Demand Deposits....... $705,416,391.94 
Time Deposits......... 184,052,697.97 

EE kc oweac ube eeeeaes 
Dividend Payable July 3, 1961.......... 
EEE OP ORE Ee eer eee 
Reserves for Taxes, Interest, etc.......... 


General Contingency Reserve........... 





CNS cckkauvexw news $ 27,300,000.00 
Ee eee 27,700,000.00 
Undivided Profits....... 8,458,529.73 
‘Tetel Comite Fienae.. .... .. 200.050 005- 
ire 


$215,193,408.24 
244,696,946.24 
51,836,733.06 
3,103,257.99 
431,671,041.37 
1,650,000.00 
489,816.72 
6,968,067.22 
15,000,000.00 





. .$970,609,270.84 


$889,469,089.91 


682,500.00 


489,816.72 
11,509,334.48 
5,000,000.00 


. 63,458,529.73 





.$970,609,270.84 


United States Government Obligations and Other Securities carried at 
$92,462,287 are pledged to secure Public and Trust Deposits and for other 


purposes as required or permitted by law. 
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“And that, folks, is how it 
adds up here at the Harris” 
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NTATUTORY POWERS FOR FIDUCIARIES 


New Arkansas Law Creates Catalogue for 
Incorporation in Wills and Trusts 


ADRIAN WILLIAMSON 


Williamson, Williamson & Ball, Monticello, Arkansas 


HE 1961 GENERAL ASSEMBLY OF 
Arkansas evidenced no unusual in- 

terest in dollar economy. However, it 
may have been unique among _ the 
American legislative bodies of the year 
in its action designed to encourage and 
assist lawyers in effecting drastic econ- 
omy in the use of words in drafting cer- 
tain parts of wills and inter vivos trusts. 

Act 153 of 1961 is captioned “AN ACT 
to Facilitate the Drafting and Recording 
of Wills and Instruments Establishing 
Trusts by Enabling the Drafter to Ex- 
press Certain Fiduciary Powers by 
Reference to Provisions of This Act.” 

Section 1 defines “Fiduciary” to mean 
the one or more executors of a will or 
or the one or more trustees of a testa- 
mentary or inter vivos trust estate. Sec- 
tion 2 provides that, by a clear expres- 
sion of intention so to do, the intro- 
ductory paragraph of Section 3 and any 
one or more of its thirty-two sub-para- 
graphs may be incorporated, by refer- 
ence made thereto, in a will or other in- 
strument whereby a trust estate is created 
inter vivos, to be applicable either to 
the executor(s) or the trustee(s) “or 
to both types of fiduciaries, with the 
same effect (and subject to the same 
judicial interpretation and control in 
appropriate cases) as though such 
language were set forth verbatim in such 
instrument.” 

Section 3 of the Act, captioned “Spe- 
cifically Enumerated Powers,” provides 
that, 


“Without diminution or restriction 
of the powers vested in him by law, 
or elsewhere in this instrument, and 
subject to all other provisions of this 
instrument, the Fiduciary, without 
the necessity of procuring any judicial 
authorization therefor, or approval 
thereof, shall be vested with, and in 
the application of his best judgment 
and discretion in behalf of the bene- 
ficiaries of this instrument shall be 
authorized to exercise, the powers 
hereunder specifically enumerated :” 


followed by thirty-two subparagraphs, 
identified alphabetically. These set forth 
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what the draftsman of the statute be- 
lieved to be more or less standard fidu- 
ciary powers, the first four appropriate 
to be vested in the executor(s) and the 
balance appropriate for exercise either 
by such executor(s) or by the trustee(s) 
of a trust estate. 

Section 4 of the Act is precautionary, 
to the effect that courts of appropriate 
jurisdiction are not deprived of their 
inherent powers to control the Fiduciary 
in his exercise of any of the powers 
vested in him by the instrument, when 
such control is judicially determined to 
be required. 

If the addition of this measure to 
the ever expanding volume of statutory 
law can be justified, such justification is 
most readily found in the objective ex- 
pressed in the quoted caption of the Act. 
There appears to be no reason to doubt 
that that objective has been accomplish- 
ed. The incorporation of provisions of 
an existing document in a will by refer- 
ence made thereto in the will is not a 
novel concept and, subject to clearly de- 
fined and reasonable limitations, has long 
permitted by common law as construed 
and applied by the Supreme Court of 
Arkansas. (See Kinnear v. Langley, Ex- 
ecutor, 209 Ark. 878, 192 S. W. 2d 
978, and cases there cited.) The validity 
of the statute is not likely to be success- 
fully questioned. 

The commonly encountered reluctance 
of third parties to deal with the execu- 
tor of the estate of a decedent in a trans- 
action not specifically authorized by the 
will or by a court order, and the fre- 
quency of cases in which the executor is 
obliged to procure an order of the pro- 
bate court in the administration of an 
estate, has led experienced draftsmen to 
incorporate in most wills (and trust 
agreements) a rather extensive enumera- 
tion of specifically stated powers in the 
executor or trustee. The statement of 
fiduciary powers in a double-spaced 


_typewrtten instrument may occupy sev- 


eral pages. The client is apt to feel that 
the draftsman is selling his services by 


the pound and has unnecessarily added 
considerable poundage to the document. 

By utilization of this Act 153, several 
pages of clearly defined powers com- 
monly vested in the fiduciary in either a 
will or an inter vivos trust instrument 
may be expressed in a few lines. The 
legislators recognized that in a particu- 
lar case the draftsman and his clients 
may find it appropriate to incorporate 
only a few of the power enumerated in 
the Act, and may desire to add others 
not so commonly used which are not 
expressed in the statute. Such selective 
use of the Act is anticipated by its 
terms. 

Any lawyer, trust officer or other per- 
son who has had considerable exper- 
ience in the administration of the estates 
will have observed that in a surprising 
number of instances the testator fails to 
vest in the personal representative of his 
estate any expressly granted administra- 
tive powers. This situation suggests that 
most persons who prepare their own 
wills, and some attorneys who do not 
regularly engage in drafting testa- 
mentary instruments, are unmindful of 
the fact that—in Arkansas at least, and 
most if not all states—a testator may au- 
thorize the executor, without the neces- 
sity of procuring specific judicial au- 
thorization therefor, to take any admin- 
istrative action which the court under 
whose jurisdiction the estate is being 
administered would be empowered to 
authorize. The sponsors of Act 153 


_ doubtless had in mind that its provi- 


sions may bring these possibiliiies to 
the attention of citizens of Arkansas 
who prepare their own wills and attor- 
neys who are infrequently called upon 
to draft wills. The testator normally 
nominates executor(s) in whom he has 
complete confidence. It seems likely that 
normally he does not by design restrici 
their authority to the exercise of only 
those powers which might have been 
exercised by an ad:ninistrator of his 
estate without specific judicial sanction, 
had he died intestate. 
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Anothe desideratum which will be Over a period of years, if the Act be of the meaning which the courts will as- 
realized | this Act, if it be widely used, extensively used, the Supreme Court of sign to the language therein utilized, 
i; a subs.ntial reduction of recording Arkansas will doubtless have occasion to even though the draftsman may be quite 
fees in sc 1 instances, and a saving of construe many, if not most, of the sub- capable of expressing the same powers 
space oce:i)ied in public records by the divisions of Section 3, expressing par- in more apt language than is employed 
recording -f wills and of such trust in- ticular powers intended thereby to be _ in this legislative contribution to the art 
struments is are expected to be re- vested in fiduciaries. Consequently, of draftsmanship in the realm of trusts 
corded. draftsmen may eventually be assured and estates. 
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BROWN BROTHERS HARRIMAN & Co. 


Bankers 
NEW YORK BOSTON PHILADELPHIA 





State:::ent of Condition, June 30, 1961 

















Com plete Banking ASSETS 
Facilities CASH ON HANP AND DUE FROM BANKS . . ._ $ 64,106,679.70 
Deposit ACCOUNTS U.S. GOVERNMENT SECURITIES AND SECURITIES 
GUARANTEED BY THE U.S. GOVERNMENT . 50,506,178.39 
COMMERCIAL LOANS 
AND DISCOUNTS STATE, MUNICIPAL AND OTHER 
. PUBLIC SECURITIES ........... 46,072,282.75 
— LETTERS OTHER MARKETABLE SECURITIES... . . . 4,445,185.94 
pp er na LOANS AND DISCOUNTS .......... 85,875,211.26 
° CUSTOMERS’ LIABILITY ON ACCEPTANCES . . 22,315,019.71 
FOREIGN EXCHANGE Oreme ASSETS ...4 1. st tec ane 3,946,614.64 
CusTODY OF SECURITIES $277,267,172.39 
Investment Advisory LIABILITIES 
Service Deposits ............. . . . $234,080,150.57 
B he fi | ACCEPTANCES: LESS AMOUNT IN PORTFOLIO 23,306,177.72 
rokers for ; aac 
Pisiitine cine Sale eeaniel INTEREST, EXPENSES, one. Bens Se 955,560.56 
of Securities CAPITAL. . ..... . .  $ 4,000,000.00 
. | SURPIUS... 6 «as ss « 14,925,283.54 18,925,283.54 
MEMBERS OF PRINCIPAL | $277,267,172.39 


STOCK EXCHANGES 








$600,000 U.S. Government Securities pledged to secure public deposits as required by law. 


Partners: 
Davip G. ACKERMAN ELBRIDGE T. GERRY R. L. IRELAND, III THOMAS MCCANCE 
Moreau D. BROWN E. R. HARRIMAN F. H. KINGSBURY, JR. L. J. NEWQUIST 
PRESCOTT S. BUSH FRANK W. HOCH ROBERT A. LOVETT L. PARKS SHIPLEY 
Louis CurTIS STEPHEN Y. HorD JOHN B. MADDEN JOHN C. WEST 
WILLIAM R. DRIVER, JR. KNIGHT WOOLLEY 


Limited Partners: GERRY BROTHERS & CoO. e¢ W.A. HARRIMAN 


Licensed as Private Bankers and subject to examination and regulation by the Superintendent of Banks of 
the State of New York and by the Department of Banking of the Commonwealth of Pennsylvania. Subject 
to supervision and examination by the Commissioner of Banks of the Commonwealth of Massachusetts. 





Inquiries are invited from Trust Officers with regard to our 
Investment Advisory and Brokerage facilities. 
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Silver Anniversary Commence- 
ment for Stonier Graduate 


School of Banking 


The 25th class was graduated June 
23 by The Stonier Graduate School of 
Banking at Rutgers—The State Uni- 
versity, New Brunswick, N. J. 

The 323-man class was presented for 
graduation by registrar William Powers, 
deputy manager of the American Bank- 
ers Association, which conducts the 
School. The diplomas were awarded by 
John W. Remington, chairman of the 
board of regents of the School and 
chairman of the board of Lincoln 
Rochester (N. Y.) Trust Co. Mr. Rem- 
ington, immediate past president of the 
A.B.A., was one of the first alumni of 
the School. 

A total of 1,074 bank officers from 44 
states, the District of Columbia, Mexico, 
Puerto Rico, and Colombia, South 
America, attended the two-week session, 
one of the three required. The faculty 
numbered more than 100, made up of 
bankers, lawyers, government officials, 
and educators. 

The officers of the class of 1961 who 
took part in the exercises were elected 
during this summer’s session. Class 
President Jackson is vice president of 
the Citizens and Southern National 
Bank, Atlanta; Secretary Kiah T. Ford, 
Jr., is assistant vice president of the 
Lynchburg (Va.) National Bank and 
Trust Co. The class also elected Thomas 
R. Williams, assistant vice president of 
First National Bank, Chicago, as class 


member of the Board of Regents of the 


School, a three-year term. 
The men in the trusts major elected 
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a committee to represent them for the 
coming year: J. Russell Gray, assistant 
trust officer, Rhode Island Hospital 
Trust Co., Providence, chairman; Clif- 
ford J. Harrison, Jr., assistant trust ofh- 
cer, Third National Bank, Nashville; 
Roland A. McCoy, assistant trust officer, 
First National Bank, Newport News, 
Va.; Howard O. Wilson, trust officer, 
Citizens National Bank, Los Angeles; 
and William E. Wilson, III, assistant 
trust officer, Kentucky Trust Co., Louis- 
ville. 


A A A 


Trust Earnings in 


State Chartered Banks 


The annual report of the California 
Superintendent of Banks shows that 


trust department earnings of State 


chartered trust institutions were slightly 
lower in 1960 than in 1959, but still 
above the totals for any of the three 
years prior to that. The figures — in 
thousands of dollars — were: 1956 — 
8,012; 1957 — 9,278; 1958 — 10,078; 
1959 — 11,684; 1960 — 11,454. 

Trust department earnings for 1960 
in the state chartered banks and trust 
companies of Kansas 
$78,665. 

The nine trust companies in New 
Hampshire had total trust department 
earnings of $110,119 for the year ended 
June 30, 1960. Trust department as- 
sets increased by $2,852,000 to $34,734,- 
000. 


Trust department 1960 earnings for 
state banks of Virginia aggregated $1,- 
441,019. 


amounted to 














‘ 
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Shown (1 to r) are the members of the 1961-62 Trust Committee which will represent 
trust majors among the students at the Stonier Graduate School of Banking: 


Howard O. Wilson, assistant trust officer, Citizens National Bank, Los Angeles; William 
E. Wilson III, assistant secretary, The Kentucky Trust Company, Louisville; J. Russe!l 
Gray, assistant trust officer, Rhode Island Hospital Trust Company, Providence, chairm2n; 
Roland A. McCoy, assistant trust officer, First National Bank, Newport News, Virginia: 
and Clifford J. Harrison Jr., assistant trust officer, Third National Bank, Nashville. 


TRUSTS AND ESTATES 








60) 


ust 4 


lew 
ent 


Jed 


34,- 


for 


$1,- 





sent 


iam 
sse!l 
wn; 
nia; 





Pies... 


‘renee 


Morgan Guaranty 
‘Trust Company 


OF NEW YOR K 


Statement of Condition June 30, 1961 


Assets 


Cash and due from banks 

U.S. Government obligations . 

State, municipal, and public securities . 
Other securities 

Loans . oe 
Customers’ acceptance liability 

Stock of Federal Reserve Bank . 
Investment in subsidiary companies . 
Bank premises . 

Other assets 


Liabilities 


Deposits . — 
Foreign funds borrowed . 
Reserve for expenses and taxes 
Liability on acceptances 
Dividend payable July 14, 1961 
Other liabilities . 
Capital — 7,540,000 shares 


— $25 par. $188,500,000 
Surplus . 236,500,000 
Undivided profits . 136,022,991 

Total capital funds . 


$ 871,250,618 
756,855,361 
206,424,273 

13,575,983 
2,353,843,924 
132,805,162 
12,750,000 
7,020,496 
35,057,356 
129,307,922 


$4,518,891 ,095 





$3,649,707,361 
1,412,372 
37,842,709 
134,400,931 
7,540,000 
126,964,731 


561,022,991 
$4,518,891,095 





Assets carried at $462,742,308 in the above statement are pledged to 
qualify for fiduciary powers, to secure public monies as required by law, 
and for other purposes. Member of the Federal Reserve System and the 


Federal Deposit Insurance Corporation. 


Downtown Offices: 140 Broadway 


23 Wall Street 


Midtown Offices: 


Fifth Avenue at 44th Street 


Madison Avenue at 60th Street 
40 Rockefeller Plaza 


London 
Paris 
Brussels 


European Offices: 


Directors 


HENRY C. ALEXANDER 
Chairman of the Board 


DALE E. SHARP 
President 





STEPHEN D. BECHTEL 
Chairman of the Board 
Bechtel Corporation 


WILLIAM C. BOLENIUS 
Executive Vice President 
American Telephone and 
Telegraph Company 


CARTER L. BURGESS 
President, American Machine 
& Foundry Company 


PAUL C. CABOT 
Chairman of the Board 
State Street Investment Corporation 


JOHN L. COLLYER 
Chairman, Executive Committee 
The B. F. Goodrich Company 


CHARLES D. DICKEY 
Chairman, Committee on Trust Matters 


JOHN T. DORRANCE, JR. 
Assistant to the President 
Campbell Soup Company 


THOMAS S. GATES 
Chairman, Executive Committee 


CARL J. GILBERT 
Chairman of the Board, The Gillette Company 


DEVEREUX C. JOSEPHS 
Director, New York 
Life Insurance Company 


THOMAS S. LAMONT 
Vice Chairman of the Board 


L. F. MCCOLLUM 
President, Continental Oil Company 


HOWARD J. MORGENS 
President, The Procter & Gamble Company 


THOMAS L. PERKINS 
Chairman of the Trustees 
The Duke Endowment 


M. J. RATHBONE 
President, Standard Oil 
Company (New Jersey) 


ROBERT T. STEVENS 
President, J. P. Stevens & Co., Inc. 


JAMES M. SYMES 
Chairman of the Board 
The Pennsylvania Railroad Company 


HENRY S. WINGATE 
Chairman of the Board 
The International Nickel 
Company of Canada, Limited 


GEORGE 8S. YOUNG 
Chairman of the Board 
The Columbia Gas System, Inc. 
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WHAT'S THE SCORE IN 
FOREIGN SECURITIES? 


A variety of factors in recent years 
has directed investor attention to foreign 
securities, particularly in Western Eu- 
rope. There have been several broad 
reasons for investing abroad: 


1. The rate of growth has in the 
past and probably should in the foresee- 
able future exceed the rate of growth in 
the domestic economy ; 

2. Many “blue chip” industrials in 
Europe and elsewhere sell at considera- 
bly lower price/earnings ratios than 
comparable domestic companies—recog- 
nizing that determination of earnings in 
many foreign countries is a highly tenu- 
ous proposition; 

3. The high valuations accorded 
good American companies and the ac- 
companying lack of adequate outlets for, 
particularly, institutional funds in the 
United States has led to a search for 
other investment media. 


These reasons seem to have justifica- 
tion in the underlying past and potential 
growth as demonstrated by overall pro- 
duction indices and, in_ particular, 
growth in certain geographic and pro- 
duct areas. In addition, politically, it 
seems more and more apparent that na- 
tions are moving to a “one world” phil- 
osophy in which eventually all of the 
West may well be joined in one major 
trading unit. Even lacking this, satura- 
tion levels in many products and areas 
are considerably lower abroad than in 
the United States—with many pipelines 
still waiting to be filled. 

Most foreign securities have had a 
sharp rise over the past three years and 
in many cases are selling at or near all 
time highs. Nonetheless, having started 
from a much lower base, various foreign 
securities are—at least by American 
standards—still relatively good value 
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_ Trade Winds ... Memos... Portfolio Studies ... Funds Index . 


compared with similar domestic issues. 
The sharp discounts of some years ago 
have in most cases disappeared or at 
least narrowed. The job of selection, 
therefore. comes down to picking those 
investment media or companies which 
will show superior growth or those few 
sectors and companies still apparently 
undervalued. 

While convincing reasons persist for 
the portfolio manager to consider for- 
eign investing, certain risks and inherent 
problems arise in appraising these secur- 
ities. First, detailed knowledge of fac- 
tors not available to the average investor 
is required; these include different meth- 
ods of accounting, currency exchange 
problems, sometimes awkward _proce- 
dures with respect to dividend payments, 
and purely mechanical problems relating 
to registration and delivery of securities. 
This situation is intensified by the fact 
that investor information is, in general, 
somewhat less accessible and complete 
than information generally available in 
the U. S. Access to management is some- 
times difficult. Company reporting is us- 
ually less complete and frequent than 
that to which the American analyst is 
accustomed and markets are sometimes 
less broad than in the United States. 

While these problems exist, they have 
been alleviated to some extent by the 
greater number of financial institutions 
working in the foreign securities field, 
plus such mechanical aids as issuance 
of American Depository Receipts. The 
institutional portfolio manager will, how- 
ever, have to rely more heavily on sec- 
ondary sources of information than is 
usual when investing in domestic secur- 
ities. 

Interest in foreign securities perhaps 
reached its peak in 1959 and 1960 after 
having been relatively dormant for some 
two decades. However, there have been 
prior periods of great activity in Euro- 
pean investment; immediately after the 


first world war there was an outburst of . 


interest, particularly in foreign bond is- 
sues, which lasted until 1928-1929 when 
a precipitous decline in prices and activ- 
ity set in with very little activity there- 
after until the post World War II period. 

Immediately following World War II 
there was virtually no interest in foreign 
securities, due in part to the vast deva- 
station, social and political unrest and 
restrictive measures. By 1952, however, 


_the earlier post-war apathy began to 


disappear and starting in 1953 the mar- 
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kets in the United Kingdom, Nether. 
lands, and Western Europe began a 
steep rise which ran practically unabat. 
ed through 1959-60, with most markets 
somewhat paralleling the U. S. market 
since then. Domestic interest started in 
the mid 1950’s—especially with the in. 
ternational oils, led by Royal Dutch and 
British Petroleum. Interest picked up in 
1957 and spread to some of the indus. 
trial giants such as Philips’ Lamps, the 
three leading German chemical com. 
panies, Siemens and Haleke, and some 
leading British industrials such as Im. 
perial Chemical Industries. The past two 
years has seen continued interest in for- 
eign securities in both individual parti- 
cipation and particularly a greatly in- 
creased institutional interest. 

Industrial production in Western Eu- 
rope and in most of the free world 
reached an all-time peak in 1960. Growth 
has been averaging in the neighborhood 
of about 10% a year since 1952; indus- 
trial production through mid-1961 has 
remained at an all-time high. In the mid 
and late 1950's, an almost complete ab- 
sence of economic uncertainty coincided 
with the emergence of an increasing con- 
fidence in Western Europe’s competitive 
strength and economic future but in re- 
cent months unbounded optimism has 
given way to a more cautious approach, 
based on several major concerns (aside 
from the current uncertain international 
political climate) : 

1. Almost all productive resources 
seem to be operating at or near capa- 
city ; 

2. With several exceptions, there are 
severe labor shortages; and 

3. Costs are continuing to rise with 
attendant possibility of a profit margin 
squeeze. 

There is currently some feeling that 
these factors, combined with severe pres- 
sure for higher wages and in some areas 
a poor balance of payments situation, 
along with some possible spill-over ef- 
fects of the recession in the U. S. and 
Canada, may cause the rate of growth to 
peak out or at best continue on a pla- 
teau. 

So far, these fears (EX perhaps poli- 
tical unrest) are mainly without justifi- 
cation, with the exception of some fairly 
cyclical areas such as steels and textiles, 
although there are some indications that 
profit margins may come under pres 
sure. With minor variations from coun- 
try to country, there still seems a good 
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PER SHARE DATA — SELECTED FOREIGN SECURITIES 

































Reported Est. “True” Rep’d Cash Price Times 
Recent 1960 1960 Flow Per Est. Cash 
Price Earnings Earnings Share Earn. Flow 
Philips | -.mps@ (Electronics, Holland) - $135 $6.79 $6.79 $10.25 19.9 13.2 
iney ‘ France uminum - emica R ‘ cons.) . parent ® ‘i 
et ) Alumi Chemical 77 85 5.00 ( 4.22 ( ) 15.2 17.4 
‘ Internati:al Computers? And Tabu- 
jators ( U.K.) Data Processing Equip... 13 A2e .A8b 1.35 27.1 9.6 
. Glaxo (U.K.)@ Drugs -—--------------- 8 42d A6b.4 55 19.0 14.6 
t Siemens «nd Halske (Germany 
. Setecnien uate 90 3.29¢.f 6.80 7.96 13.2 113 
\- Farbenfuiriken Bayer (German) 
d Chemicals Soa be re er See 92 3.95f 6.60 7.82 13.9 11.8 
n Broken Hill (Australia) Steel 8% .25¢ AT 51 18.9 17.4 
“ a. On number of shares outstanding in 1961. d. Year ended June 30, 1960. 
b. 38°40% withholding tax on dividend added back. e. Year ended September 30, 1960. we 
le ec. Year ended May 31, 1960. f. Reported net (dividend) plus additions to surplus. 
1: 
© 4 deal of buoyancy in all major sectors of 
“4 the economy. In addition, several broad 
a trends which may create opportunities 
a for the enterprising investor stand out: 
- 1. Very vigorous consumer buying 
» and changes in retail distribution pat- EXEMPT 
terns. These include introduction of re- 
gional shopping centers, supermarkets, 
id and discount houses; with the exception 
th of England, these trends seem to be in 
od their infancy. Major beneficiaries of 
“i these changing patterns would seem to 
” be leading Western European retailers 
id such as Bijenkorf and Albert Heijn . 
(Holland), Au Printemps and Galleries A timely report on current market 
' Lafayette (France), Kauhof and Kar- . 
nm «stadt (Germany). and the Myer Em- trends and outlook at mid-year 1961 
” porium (Australia). 
” 2. A very extraordinary growth of Investment opportunities are still available in the securities 
ry data processing and automation spurred issued by states, municipalities, public authorities, commis- 
rt by the need to automate, to put in labor sions and similar bodies. Relatively high yields and traditional 
4 saving devices, and to use other methods safety, coupled with the big plus of tax exemption, enhance 
of solving the labor shortage. Major their appeal for those of the middle as well as upper federal 
o beneficiaries would seem to be data pro- income tax brackets. Often take-home income is substantially 
cessing companies such as International greater than from comparable taxable investments. 
pe Computers and Tabulators (United : 
a : ‘ Our Mid-Year Survey of the Tax-Exempt Bond Market 
Kingdom) and Machines Bull (France). ; Pyles eis : . ‘ 
re the lead ; provides significant background information, discusses supply 
e leading electronic complexes such oe , 
as Philips’ L ; (Holland) d Si and demand, volume and yields, and interprets the current 
“sh s ps Lamps (Hollan an 1e- oneal sia esata 
it mens and Halske (Germany) and some — — —— 
gin of the smaller components or specialized We'll be happy to send you this help- 
electronics companies such as perhaps ful way Ser, without cost or obli- ? 
hat ‘ Elliott Automation and Plessy in the gation. In addition you will receive Mid Yegr Sun 
” 7 United Kingdom. our tax chart with which to determine Duley 
- 3. The trend toward integration of the value of federal income tax The Ty of 
2 smaller units. The advent of the Com- exemption in your particular in- : “AXEXempt Bond 
a mon Market together with recognition come bracket quickly. We think you Mark 
by many managements that they must may be surprised to learn the ail 
a compete more effectively with American amount of taxable income re- i 
‘ "aa : , : . ome 
firms coming ate the market and in the quired to equal the yield on today’s = ae, 
i. export market with such low cost pro- tax-exempt bonds. Just ask for 
r ducers as Japan has led a drive toward folder TR-71. 
ae larger scale production and distribution 
“vs units. Companies which seem to be plac- 
“a ing particular emphasis on integration HALS EY, STUART & co. INC. 
. are Pechiney and St. Gobain (France) 
res- d Wie: 123 SOUTH LA SALLE STREET, CHICAGO 90 + 35 WALL STREET,NEW YORK 5 
and Montecatini (Italy). 
od | While the rate of future growth over- ee ee 
) all may well slow down somewhat from 
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the super growth of recent years, it still 
seems apparent that many pipelines re- 
main unfilled, vast consumer demand 
still unsatisfied and in most areas noth- 
ing resembling the present overcapacity 
situation in many industries here. 

Consequently it appears that basic in- 
dustries can show increasing sales and 
probably maintain profit margins at a 
better level than most similar U. S. com- 
panies. Although not openly discussed, 
in most of the free world outside of the 
U.S., companies still operate under mar- 
ket sharing and price fixing agreements 
with the result that competitive price 
pressures such as exist in the United 
States have not arisen nor do they show 
as much probability of doing so in the 
near future. Therefore, while future 
growth may proceed at a lesser rate than 
the rather phenomenal increases of the 
past decade, growth in overall produc- 
tion indices and in sales and profits for 
most companies will still compare very 
favorably in both 1961 and future years 
with domestic growth rates. 

The rather phenomenal increases in 
production indices in recent years are 
indicated on the graph herewith. 

With varying economic conditions and 
capital markets and because of the basic 
risks inherent in investing abroad, it 
seems logical to confine investments to 
companies in the relatively best situated 
countries. Only those with a history of 
political and economic stability and 
broad security markets should be con- 
sidered. 

This criterion would include the Neth- 
erlands, United Kingdom, Germany, and 


INDUSTRIAL PRODUCTION IN SELECTED COUNTRIES 
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probably France, while Belgium has a 
relatively narrow market but several in- 
teresting companies. Italy is still some- 
what of a question mark with a rather 
volatile securities market. Sweden has 
attracted considerable U. S. investor in- 
terest, particularly in _ international 
shares, although investments by non- 
residents are generally restricted to 
“free” shares which sell at roughly a 
25% premium over restricted shares. 
Switzerland still has relatively few com- 
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panies available to outside investors, 
Japan seems to be at a crossroads with 
something less than free convertibility of 
securities yen but with indications that 
this will change in the rather near fy. 
ture. This is also true of Spain. while 
Australia, which has had a_ superior 
growth rate, has recently attracted favor. 
able investor interest. 

There has been relatively little inter. 
est in South and Central American secur. 
ities because of political and currency 
risks, 

Notably in the United Kingdom, Swe. 
den and France, a marked change in 
management attitude toward giving out 
information, reflected in both reporting 
practices and receptivity to inquiries, has 
become apparent. In addition, Euro- 
peans now seem more willing to value 
stocks by “American standards.” Histor- 
ically, price/earnings ratios as we know 
them have generally not been used as a 
basis for statistical comparisons in Eu- 
rope; rather, book value, yield. and div- 
idend coverage have been the main bases 
for comparing equities. This seems to be 
changing to no small extent because of 
increased American investor _ interest. 
European managements do not place the 
same emphasis on year-to-year earnings 
performance, however, as is the case in 
the United States. 

Despite the advance in European mar- 
kets and stock prices, there are still very 
valid reasons for investing outside the 
United States, namely, better growth 
prospects and relatively better values in 
light of this growth. Many institutional 
portfolio managers seem to be aiming at 
a target of up to 15% of equity posi- 
tions in foreign securities. This goal has 
been adopted not only by mutual fund 
managers but also by a surprising num- 
ber of insurance companies and trusteed 
pension funds where trust provisions 
permit such commitments. With the 
broad trends outlined above likely to 
continue, more professional managers 
may well consider putting a portion of 
aggressively managed portfolios into for- 
eign fields. 

The following chart presents an indi- 
cation of some discrepancies between re- 
ported and perhaps “true” earnings, t0- 
gether with an indication of apparent 
values on selected securities: 

WALTER P. STERN 
BURNHAM & CO. 


A A A 
e E. Deane Kanaly, trust officer, Bank 
of the Southwest, Houston, spoke at 4 
training program of Southwestern Bell 
Telephone Company on June 27, on the 
subject “Money Management.” 
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PATIENT RESTING COMFORTABLY 


The spring frenzy in stocks, with 
special accent upon the new issue sector, 
has been subsiding gradually since its 
peak of only a few weeks back and by 
the close of the past month had quieted 
quite markedly. Probably no one cause 
for the partial return to reason can be 
cited; rather the cumulative pressures 
of cautionary utterances by exchange 
authorities, expectation of imminent 
probings into the “innerds” of the Street 
by Washington and the still undimin- 
ished potential for flareuvs on the inter- 
national scene, in which the recent 
dispiriting roles of this country have so 
damaged our prestige, have combined 
to engender a slightly more sober mood. 
The outward evidences of the “greater 
fool” psychosis have waned both in the 
prices of stocks of new or relatively 
unknown companies and in the listed 
glamor issues selling at xxx times ??? 
earnings. 


The more rational outlook is all to 
the good and, while much of the air has 
been squeezed out of certain situations, 
the action of the market overall fails to 
indicate an end to broad demand for 
selected equities. The D-J industrial 
average has continued to hold comfort- 
ably below its previous top in a rela- 
tively narrow trading range and volume 
has contracted. While the traditional 
“summer bulge” has thus far failed to 
check in, majority opinion hopes that 
its arrival has been deferred rather than 
cancelled, although it must be conceded 
that the scant time element tends to 
support those who look for a_pre- 


dominantly trading market in July and 
August. 


The closing days of June were fea- 
tured by a large number of secondary 
stock offerings, with the Ford Founda- 
tion’s fourth offering of 2,750,000 
shares of Ford Motor Co. stock at 8014 
topping the list in importance and size. 
With the successful sale of this block, 
the number of shares placed in public 
hands by the Foundation rose to 
16,950,000 shares since the historical 
first placement in 1956 of 10,200,000 


626 


IISTIUT 











OMAL ies Waco 








shares, the largest equity distribution 
on record at that time. 


GE PENsion FuND 
Tors $1 BILLION 


Established by the parent company 
in 1927, the General Electric Pension 
Trust reported total assets in excess of 
$1 billion at the end of 1960 to provide 
for the future retirement of its 226,270 
participants and 22,784 present pen- 
sioners, who received over $24 million 
during the past year in cash benefits. 

The five trustees were also able to 
point to an overall yield of approxi- 
mately 4% on invested assets, which 
represents a substantial betterment of 
the actuarial assumption of 3% used 
in computing liabilities under the plan. 
Portfolio changes during 1960 resulted 
in a realized net gain of $2,661,000. 

Portfolio assets are carried on the 
books at amortized cost and, on this 
basis, U. S. Governments of $20,489,000, 
corporate and other obligations, by far 
the largest sector, of $438,517,000 and 
common stocks of $325,244,000 came to 
$784,251,000, as compared with total 
market value of $921,358,563. 


In addition to these conventional in- 
vestment media, the trustees have 
availed themselves of the attractive re- 
turns available in both conventional and 
Government-guaranteed mortgages to 
the tune of approximately $80 million, 
with another $9.3 million in oil pro- 
duction participations. The merits of 
real estate leasebacks have likewise 
brought total investments in this area 
to $151 million. 


N.Y. Leeat List 
CONTINUES TO EXPAND 


The latest annual list of investments 
legal for savings banks in New York 
State, released as of July 1, shows a 
continuing broad selection of corporate 
obligations at a new top total of over 
$43 billion, or over $2 billion above 
the 1960 list. The electric and gas sec- 
tors continue to lead the procession with 
$20.7 billion, followed by telephone com- 
panies at $8.2 billion, railroads $5.8 


billion, $4.9 billion of industria] obliga. 
tions and $3.8 billions of financial oy. 
ganizations. 

Among the public utilities, the new 
names are Washington Water Power and 
Chesapeake and Potomac Telephone. 
while the sole rail is Lehigh and Ney 
England, with Tennessee Valley Author. 
ity bonds added to the revenue section 
of the list. 

New additions to the complete list 
came to 264 with a par value of over 
$5.4 billion and 125 issues removed 
had a par value of above $1.4 billion. 
Savings banks may, in addition to the 
components of the legal list, also exer. 
cise investment discretion under sub. 
division 21 of Section 235 of the Bank. 
ing Law. 


More Economic TINKERING? 


It is almost thirty years since the New 
Deal set the pattern of assuming major 
responsibility for supporting the econ- 
omy in times of stress and inaugurated 
the buildup of Big Government in Wash- 
ington with an expanding proliferation 
of alphabetical agencies. It was not until 
1946, however, that enactment of the 
Employment Act spelled out the obliga- 
tions of the incumbent Administration 
to set in motion measures designed to 
counteract forces responsibile for the 
flagging indices. 

Endless argument, needless to detail 
here, about the efficacy of such legisla- 
tion continues to this day; the fact re- 
mains that Government is thereby com- 
mitted to take definite steps which in- 
volve vast financial outlays. There is 
little doubt that the Federal Reserve 
System, plus the “built-in stabilizers” of 
Social Security, unemployment insur- 
ance, public relief, and pension and re- 
tirement benefits have combined to 
lessen the effects of recessions upon the 
public, while more detailed statistical 
data, still far from perfection though 
they may be, now assist in better diag- 
nosis of any economic malaise. Nonethe- 
less, economists are far from sharing 
the opinion that economic tides can be 
reversed in this manner; possibly they 
may be stayed temporarily by massive 
expenditures but, in the long view, legis- 
lation is no match for underlying forces. 

The .report of the Commission on 
Money and Credit which represents the 
fruits of three years of probing by this 
privately-supported body into the public 
and private money and credit system of 
this country was presented to President 
Kennedy on June 19th. Including 10? 
studies by scholars, as well as special ma- 
terial from other sources, its conclusions 
are, in the words of Chairman Frazar B. 
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Institutional Investors 


Mutual Fund, 
Inc. continues to provide a medium for 
pooled investment in equities for 84 New 
York State mutual savings banks, as well 
as for 16 bank life insurance depart- 
ments and two bank retirement plans. 
Total assets of the Fund were $64.1] 
million, of which the stock portfolio’s 
market value of $61.5 million (988,825 
shares) represented 95.95°°, compared 
with $54 million in 1960. 

Net asset value per share has likewise 
risen in the first half year to $261.8: 
from $231.66 at December 31 last 
(T&E, Jan. /61, p. 37) and the previous 
record top established in mid-May was 
bettered on July 6 at $266.25. Based on 
cost, the portfolio returns a yield of 
4.81°c. Unrealized appreciation comes 
to a handsome $28.2 million. 

Portfolio composition shows electric 
utilities and medical and health groups 
in front at 16.36% and 11.13%, respec- 
tively. The oils remain unchanged in 
third place with 9.23, followed by in- 
surance companies (7.69% ). 

Six new commitments are: Champion 
Spark Plug: Coca-Cola; Gulf Oil: Hertz: 
Southern Co.; United Electric Coal. 
Eliminated are: Continental Can; Halli- 
burton Co.; Philadelphia 
Southern Pacific. 


Electric: 


Facts about 
Industrial Opportunities 
in the area we serve in 

Utah, Idaho, Colo., Wyo. 
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STOCKS HELD BY INSTITUTIONAL INVESTORS MUTUAL FUND 
(At Close of June 30, 1961) 


MARKET 
SHARES VALUE 
(in thousands) 

AUTOMOBILES 
3,000 Champion Spark Plug —...... $ 122 
6.000 General Motors . 266 


(61%) $ 388 


BeveRAGES & CONFECTIONERY 
19,000 
4.000 


American Chicle 
Coca-Cola 





(3.02%) $ 1,935 


Buitpinc MATERIALS 


7,400 U. S. Gypsum __.....(1.18%) $ 755 
CHEMICALS 

6,500 American Cyanamid $284 

3.625 E. I. duPont deNemours __...... 778 





13,500 Hercules Powder -_...................... 1,205 
10.000 Hooker Chemical — 353 
6,000 Interchemical Corp. -.....-...-..-.- 263 
12,000 Pennsalt Chemicals —_... 462 
10.800 Stauffer Chemical — 603 

(6.15%) $ 3,947 

COAL 
6,300 United Electric Coal _(.50%) $ 318 
CONTAINERS 

27,500 Anchor Hocking Glass _..__.$ 1,018 
7.500 Owens-Illinois Glass _...- 690 


(2.67%) $ 1,708 





ELectricaAL EquipMeNnT & ELECTRONICS 
6,500 General Electric eee ee 
3.400 Westinghouse Electric — 146 


(87%) $ 559 





ELectricaL UTILITIES 


21.500 American Electric Power _....$ 1,449 
15,700 Baltimore Gas & Electric 495 
5,000 Central and South West — 213 
20.300 Cincinnati Gas & Electric _ 853 
8,000 Commonwealth Edison __........ 680 
5,000 Con. Edison ot N.Y... 421 
12,500 Gulf States Utilities 484 
23:500 tdaho Power ............ 749 
6,500 Kansas City P. & LL... 33-470 
13,000 Louisville Gas & Electric _..... 774 
21,000 Northern States Power _.... 683 
12,000 Oklahoma Gas & Electric —. 498 
9,000 So. California Edison —_...... 601 
2000 Southern ‘Co... 106 
7,900 Texas Utilities Lee codes 713 
14,000 Virginia Elec. & Pr. «88:14 
10,500 Wisconsin Elec. Pr. 480 

(16.36%) $10,480 

FINANCIAL SERVICES 

36,500 Beneficial Finance _.._ «21.935 
17,000 Commercial Credit —. war 


(4.15%) $ 2,661 


Foops 
25,000 General Foods. $ 2,050 
9,600 National Dairy Products ___ 631 
9,000 Procter & Gamble __....__. 770 





(5.38%) $ 3,451 


SHARES 


7,000 


17,500 
20,000 
29,000 


8.000 
24,000 
16,500 
15,500 

6,000 
14,000 


5.000 
18.100 


3.400 


25,000 


3,500 


26,500 
7,900 
9,000 

19,000 

17,000 
5,100 

11,000 

12,000 


15,000 


7,000 
26,000 
13,000 
23,000 
16,500 


15,300 
8,500 


10,000 
11,000 


988,825 


Marker 
VALUE 


(in thousands) 
INDUSTRIAL MACHINERY 


Ingersoll Rand —...(.92%) § 598 
INSURANCE 

Continental Casualty . $ 1873 

Hartford Fire Ins. —_.. 1,370 

U. S. Fidelity & Guar. _ 1,698 


(7.69% § 4,94] 
MEDICINE AND HEALTH 


Abbott Laboratories _. $ 538 
McKesson & Robbins __. 885 
Mead Johnson 2,92] 
Merck eee 1,316 
Norwich Pharmacal ___. 397 
Sterling Drug _. yee 1,152 


(11.13%) $ 7,138 
NATURAL GAs 





Consolidated Natural Gas $ 279 
Peoples Gas Lt. & Coke _ 1,457 
(2.71%) $ 1,736 
Non-Ferrous METALS 
Aluminum Co. of Amer. $ 243 
(38%) —— 
OFFICE EQUIPMENT 
Pitney-Bowes (2.11%) $ 1,350 
PAPER 
Crown Zellerbach (.29%) .$ 186 
PETROLEUM 
Continental Oil — $ 1,378 
A (| 278 
Louisiana Land _. ; 680 
Shamrock Oil and Gas - 779 
Seen Oi. 682 
Standard Oil (N.J.) - 224 
Texaco, Inc. ___.. 1,095 
United Carbon - 812 
(9.23%) $ 5,927 
RECREATION 
Eastman Kodak __... (2.47%) $ 1,583 
RETAIL TRADE 
Federated Dept. Stores $ 318 
Jewel Tea _. 1,648 
National Tea _. ; 265 
a 989 
Sears, Roebuck - 1,128 
(6.78%) $ 4,347 
RUBBER 
Firestone Tire __........... $ 706 
B. F. Goodrich _____... dol 
(1.96%) $ 1,257 
STEEL 
Bethlehem Steel $ 423 
U. S. Steel 890 
(2.04%) $ 1,312 
TELEPHONE 
American Tel. & Tel. (2.06%) $ 1,321 
TRANSPORTATION 
Atchison, Top. & S. F. ~ $ 41 
General Amer. Trans. _.. 2,494 
mers Comp, 288 
Union Pacihe —._... 133 
(5.29%) $ 3,390 


Tot. Com. Stock _ (95.95%) $61,518 
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@ +) This mark tells you a product is made of modern, dependable Steel. 





How 

Bob Maciejczak 
earned an extra 
$18,827 


Bob Maciejczak works at U.S. Steel’s South Works in Chicago, 
Illinois, and he’s the Gorporation’s champion Employee Sugges- 
tion Plan winner. Over the last four years, he has had sixteen 
suggestions adopted—and he’s been awarded $18,827. 


Thousands of U.S. Steel employees have received cash awards 
that are based on benefits generated by their suggestions. Since 
1957, employees have sent in over 200,000 suggestions, and more 
than 46,000 have been adopted and put into operation. The Em- 
ployee Suggestion Plan is one of the many ways U.S. Steel de- 
velops better techniques, better employees—and better steel. 


(iss) United States Steel 
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POOLED PENSION FUNDS OVER 


$600 MILLION MARK 


SSETS OF EMPLOYEE BENEFIT PLANS 
A in 138 pooled investment funds 
operated by 73 banks and trust com- 
panies in the United States now total 
some $607,000,000. These are the funds 
of banks that participated in the second 
annual survey of such investment media 
conducted by TRusts AND EsTaTEs and 
compare with 115 pooled funds with 
assets of $436 million operated by 64 
banks in the survey of a vear ago (T&E, 
June 60 p. 522). 

In terms of dollars these funds are 
only a small part of the more than $30 
billion of assets in noninsured pension 
trusts. Nevertheless they indicate the rate 
and kind of growth taking place in em- 
ployee welfare and retirement plans 
across the country. The figures used to 
compile these latest totals are taken from 
1960 annual reports although in some 
cases later valuations were available. Of 
the total amount, $300,760,000 was in 
bonds and cash, $263,740,000 in com- 
mon stocks, $16,460,000 in preferred 
stocks, and $9,280,000 in mortgages. 
This compares with $239 million in fixed 
income investments and $197 million in 
equities held by the 115 funds reporting 
a year earlier. 

While most banks using this type of 
commingled investment fund have sepa- 
rate segments for fixed income and equi- 
ty commitments, balanced funds. still 
play an important role. The assets of 
balanced funds reporting in this survey 


total $94.6 million compared with some 
$70 million held in the balanced funds 
that reported in the previous year. While 
some corporations prefer to determine 
for themselves the proportion of contri- 
butions to be invested in equities, and 
to instruct the bank on that matter, 
others let the bank make that decision. 

Most pooled funds are open to any 
kind of qualified employee benefit plan, 
but some are limited to either pensions 
or profit-sharing. Similarly, some funds 
are limited to a particular class of parti- 
cipants as, for example, correspondent 
banks or businesses in some one field of 
operation. 

Split funding—with the bank manag- 
ing equity investments and an insurance 
company handling the reserves for in- 
surance coverage—does not appear to be 
on the increase. It should be remember- 
ed, however, that some pooled invest- 
ment trusts do provide for purchase of 
annuities or other insurance contracts 
upon the individual’s retirement. This 
may be mandatory or voluntary. 

A list of the 50 (plus ties) most fre- 
quently held common stock issues is at- 
tached, showing comparison with their 
popularity for Common Trust Funds. 
Only one stock—Jersey Standard—was 
held by as many as half the reporting 
pension funds. 

In considering either the proportion 
of equities or the selection of individual 
investment choices for retirement funds 
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it is important to remember the general. 
ly improved yield of bonds in compari. 
son with stocks, and that one half of 
one per cent increase in yield is estimat. 
ed to save an employer 10% to 15% in 
contributions in the long run, or to make 
that saving available for greater bene. 


fits. 








FAVORITE COMMON STOCKS IN 
138 POOLED PENSION FUNDS 


ai 

g BS 

3% 8, 

* 2 wig 
1. Standard Oil (N.J.) 68 3 
2. General Electric 66 1 
3. Texaco 61 7 
4. General Motors 60 2 
5. du Pont 58 4 
6. I.B.M. 58 21 
1c ATS tT. 54 5 
8. Union Carbide 50 6 
9. U.S. Steel 43 10 
10. Westinghouse 43 15 
11. Socony Mobil 37 8 
12. Eastman Kodak 38 25 
13. Sears, Roebuck 36 9 
14. American Cyanamid 3518 
15. Dow Chemical 35 = 33 
16. National Lead 33.26 
17. General Foods 32 =«:18 
18. International Paper aL. 322 


19. First Nat. City Bk., N.Y. 30 17 
20. National Dairy Products 301 


21. J. C. Penney 30 8614 
22. Merck 28 8649 


23. Phillips Petroleum 28 «12 
24. Aluminum Co. of Amer. 27 * 


25. Goodyear Tire & Rubber 27 = 
26. Standard Oil of Cal. 27 «| 8 
27. Ford Motor 26 + 
28. Ins. Co. of No. Amer. 26 «644 
29. Parke, Davis 26 . 
30. Standard Oil (Ind.) 26 «27 
31. Firestone Tire & Rubber 25 «3 
32. Minneapolis-Honeywell 25 : 
33. Travelers Insurance 25 . 
34. U.S. Gypsum 25 40 
35. Gulf Oil 24 36 
36. Caterpillar Tractor 23 . 
37. Johns-Manville 23 «32 
38. Virginia Elec. & Power 23 : 
39. Central & Southwest 22 * 
40. Consumers Power 22 42 
41. Kennecott Copper 22 20 
42. Minnesota Min. & Mfg. 22 ” 
43. Monsanto Chemical .. 22 . 
44. Southern Co. _ 22 “i 
45. Armco Steel yA . 
46. Commonwealth Edison 21 35 
47. Continental Can 21 +30 
48. Texas Utilities 21 * 
49. American Can _ 20 16 
50. American Elec. Power 20 24 
51. Continental Insurance - 20 «28 
52. Owens-Illinois Glass _ 20 45 
53. Pacific Gas & Elec. 20 38 
54. Shell Oil earn 20 . 
55. Southern Cal. Edison - 20 37 


+According to T&E survey, see April ’61, p. 318. 


*Not among 50 favorite stocks in Common Trust 
Funds. 





TRUSTS AND ESTATES 


od 














t 


a td axutp ew 0UOUl™w OlUlflC Ut lll Dl lCUMlUlC Ele COO 





LONER 





+ oo Funds} — 


rn 
our fF Ye - 


10 


Trust 


TATES 













N THE SPIRIT OF ROBERT Burns, I 
| recently made soundings of financial 
opinion in London and Paris. The poet 
wrote: “O wad some Power the giftie 
gie us T'o see oursels as ithers see us.” 

Viewing the national economy from 
the outside helps to provide an objective 
appraisal. Thus, with the detachment of 
an outsider, the economically literate 
Michel Mitzakis, Directeur of Comptoir 
National D’Escompte de Paris, told me 
— apropos of the earlier international 
pressure against the dollar, which has 
abated in recent months — that the 
troubles of the dollar stemmed from the 
fact that the eminently strong United 
States undertook to do too much. Even 
the best engineered bridge has a maxi- 
mum tensile strength. 

Since President Kennedy took over 
and announced bluntly that there would 
be no change in the price of gold in 
terms of the dollar, the pressure has 
at least for the time being been lifted. 
But experienced European analysts take 
with a grain of salt the expressions of 
economic opinions by a politician. M. 
Mitzakis expressed the view that the 
continued tying of the dollar to gold 
priced at $35 an ounce after commodity 
prices had risen by more than 100% 
was unrealistic, and handicapped the 
program of financing of underdeveloped 
nations. M. Mitzakis indicated that this 
policy also was instrumental in putting 
the British pound sterling under chronic 
pressure, and contributed to the global 
hoarding of gold. 

Instead of unilateral monetary maneu- 
vers such as Canada has recently initi- 
ated, the French banker advocated col- 
laboration in monetary matters among 
the principal central banks. He recom- 
mended a free market in gold, and use 
of new central banking techniques for 
limiting the expansive effects of the 
Proposed gold policy to the legitimate 
needs of industry, agriculture and com- 
merce. 


Common Market Interchanges 
Looking at the United States from the 
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ECONOMIC TIDES BENEATH THE MARKET... . 


MERRYLE STANLEY RUKEYSER 


U. S. INDUSTRY SHOULD RE-EXAMINE 
WORLD COMPETITIVE STATUS 


other side of the Atlantic, an informed 
observer discerns a big shift in the 
competitive status of U. S. industry. 
More has taken place in Europe than 
the modernization of physical produc- 
tion facilities and techniques. The Com- 
mon Market has not only provided the 
manufacturers of the six countries with 
a bigger domestic consuming potential, 
but has also brought about subtle 
changes in the scales of competition. 
Until the development of the Common 
Market principle, Europe was hogtied by 
particularist tendencies and economic 
provincialism. Secrecy was the keynote 
to industrial policy. Now there is a quiet 
interchange among businessmen and fi- 
nanciers of the Six of industrial know- 
how, trade secrets. and cost sheet data. 
This is having a significant impact in 
raising the sights as to potentials of 
growth in markets and hence in stan- 
dards of living. The free interplay of 
ideas for improvement stands in sharp 
contrast with the pre-war barriers to 
communication. This factor must be 
weighed in appraising the new strength 
of European competition. 

The offsetting influences which in the 
past made it economically feasible to 
maintain vastly higher monetary wage 
rates in the United States have been dis- 
appearing. Western Europe, with mod- 
ern factories, has been emulating Amer- 
ican techniques of both mass production 
and mass distribution of products, but 
has also been proceeding in the direc- 
tion of a significant free trade in tech- 
nical data and ideas. The mutual inter- 
play within the Common Market is re- 
sulting in a stepping up of efficiency. 

These transitions may in the long run 
prove to be exceedingly helpful in the 
global struggle between civilization on 
the one hand, and chaos on the other. 
But American producers must recognize 
that they cannot rest on their laurels, 
but must creatively push to widen the 
narrowing technological gap. This calls 
not only for research and new product 
exploration, but for incentives for new 
and better methods. Labor should join 





with management in relieving U. S. in- 
dustrial cost sheets of economic waste 
in the form of unnecessary costs imposed 
from the outside by obsolete laws and 
customs, outmoded consent decrees, and 
fantasies in the realm of economic ideas. 

The labor shortage in Germany and 
to a lesser degree in France may con- 
tribute to a narrowing of the gap of 
wage-rate differentials. Germany has 
been importing 200,000 workers a year 
from Italy, Spain and Greece. France 
too has faced labor shortages in special- 
ized skills, and has been selectively im- 
porting groups of skilled workers in 
smaller numbers. 


Wages, Costs and Unions 


Bureaucratic literature is replete with 
double talk to the effect that hourly 
wage rates cannot be equated with unit 
costs of production. Historically that 
has been a truism, but the new trend is 
to weaken the devices by which Amer- 
ican industry had the exclusive capacity 
through unique formulae to translate 
high wage rates into low unit costs. 

At present, there is, however, a con- 
tinuing offset in the ability of the Amer- 
ican employer to lay off unneeded work- 
ers in times of recession. In Europe vest- 
ed rights in the job are more deeply 
rooted, and this situation dilutes the 
benefit of lower wage rates. On the other 
hand, the European unions have in the 
post-war period shown more economic 
sophistication. In Holland and Germany 
especially, after the war, the unions 
showed forbearance in wage demands 
in order to re-start war-damaged indus- 
tries. And in France there is no closed 
shop and there is no legally constituted 
sole bargaining agent for employees. 
The non-union member has a free ride 
when collective bargaining takes place. 

In France, the common labels on 
unions are somewhat misleading. Thus, 
the Communist unions, which are his- 
torically old and. well organized, have 
in their membership a large proportion 
of non-Communist workers, according to 
reliable management spokesmen. The 
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explanation lies in the fact that they 
think these unions are effective in 
making bread-and-butter demands for 
wages and hours. I don’t imply that such 
reasoning is sound; I thought it stupid 
when a cheese manufacturer in the New 
York area sponsored a commentary by 
a Socialist. Though the broadcaster no 
doubt attracted an audience. he was in 
effect using the platform to destroy or 
impair the private enterprise system on 
which the manufacturer's welfare de- 
pended and that of his employees. 
Several cost techniques employed in 
European nations are of interest. Under 
Prime Minister Karamanlis, Greece has 


in effect a decree which is designed to 
relate money wage increases to gains in 
productivity. This is a policy to which 
former President Eisenhower gave lip 
service, but found difficult to implement. 
Early this year, the Premier of France, 
in a letter to the Association of Indus- 
tries, predicted that productivity would 
improve by 4‘-, and indicated that a 
4% wage increase was the ceiling which 
could be initiated without inflation. This 
was intended as a flexible, voluntary 
guide. Some in management thought the 
gesture superfluous and an unnecessary 
prick at the unions; these management 
people argued that 4% would be all 
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that could have been granted anyway in 
the form of wage increases. 

France’s minimum wage law. effective 
since 1950, differs from the U. §. 
statute, especially in the fact that jn 
France the minimum is closer to the 
average actual wage rate. In our coun. 
try, the minimum has a practical impact 
primarily in marginal trades and jn 
economically backward areas. A second 
difference lies in the fact that the French 
minimum is tied to a cost-of-living in- 
dex. and automatically is revised when 
fluctuations of more than 2% take place. 

Since 1948, France has sought as a 
free society to develop its own type of 
centralized economic planning. There 
have been three four-year plans in effect, 
and a fourth for the 1961-65 period will 
be announced in October. A team of 
twenty economic planners in the Minis. 
try of Finance work with specialized 
committees from each industry in which 
management, union representatives and 
civil servants collaborate. The commit- 
tees seek to set goals for balanced eco- 
nomic growth, and then top coordina- 
tors translate the master plans into de- 
mands in terms of labor and the need 
for capital. 


Invest in Free Enterprise 


Free unions ought to look down the 
road and see where their demands ulti- 
mately lead. Unless there are construc- 
tive plans, they may unwittingly be 
helping Nikita Krushchev to make good 
on his rude threat “I will bury ycu.” 

Curiously enough, the wellbeing of a 
free society is largely in the hands of 
investment bankers, brokers, and trust 
officers, who have the vision to broaden 
the market for securities of private en- 
terprises. Men down in the area “where 
the money grows” — to quote Garet 
Garrett's apt phrase — can help to 
thwart Mr. K. by furthering what the 
Harvard economist T. N. Carver once 
described as “the present economic revo- 
lution in the United States.” Professor 
Carver was referring to the movement 
to induce the masses of workers, pro- 
fessional men, civil servants, and small 
businessmen to become capitalists 
through stock ownership. 

The issue is more than sentimental 
and social. M. Gildas Le Noan, econo- 
mist for Pechiney, a leading French in- 
dustrial complex, expressed to me his 
fear that in another generation the free 
countries would go Socialist. He did not 
think this would result from ideological 
choices, but as a result of a technical 
financial reality. Specifically, he believes 
that the allocation of a growing fraction 
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of nati: nal income to workers in higher 
wages ».as transferring economic where- 
withal ‘rom wealthy groups with a pro- 
pensity {0 save and invest to groups 
with a iendency to spend ali and pro- 
vide litii: or no seed corn for the future. 

But if seems to me that such defeatism 
overlook: the creative capacity of an 
alert soviety to develop corrective tech- 
niques. | hie final frustration of Khrush- 
chev car come from a successful cam- 
paign to swell the ranks of capitalists. 
This can be done through plans of cor- 
porations to make available their own 
stock to employees on the instalment 
plan on favorable terms, through mer- 
chandising by mutual funds, by the New 
York Stock Exchange Monthly Invest- 
ment Plan. by widening public knowl- 
edge of common trust funds operated by 
banks, and by the activities of brokers. 

It is well to make the financial com- 
munity realize that, in serving its own 
self interest, it can also be a major in- 
strument for assuring the survival of 
free societies in competition with police, 
slave-state systems. The Soviet dictator- 
ship by decisions at the top allocates 
from current production the ratio which 
should be saved and invested in pro- 
ductive facilities. In a voluntary system. 
there must be voluntary initiative, enter- 
prise and self propulsion to assure ade- 
quate savings and investments for fu- 
ture economic growth. It can be done, 
and young AB’s who have left the cam- 
puses to engage in financial activities 
can proceed with greater enthusiasm if 
they recognize the social significance of 
what they are trying to accomplish in 
seeking to make their customers finan- 
cially independent. 

On the other hand, the demagogue, 
who decries thrift and investment, is 
playing into the hands of the global 
enemies of freedom. In revisiting Lon- 
don, I made a journey to Hyde Park 
where on Sunday afternoons there is 
complete freedom of expression from 
psycho-ceramics (crackpots) and others. 
This approach not only provides a safe- 
ty valve, but gives alert listeners an 
opportunity to learn at first hand how 
emotionally confused many of the so- 
called reformers are. Unlimited free 
speech is one thing, but those who avail 
themselves of the privilege should be 
subject to an independent audit. In addi- 
tion to merchandising Marxism, a num- 
ber of the Hyde Park orators also leaned 
strongly to proposing heterodox ap- 
proaches to Heaven, 


In-put: Key Measure of Output 


In light of the importance of volun- 


ULY 1961 


tary investment in making the private 
enterprise system flourish and survive, 
an address by Dr. Arthur F. Burns, Co- 
lumbia economist, president of the Na- 
tional Bureau of Economic Research 
and former chairman of the Council of 
Economic Advisers under Eisenhower, 
is uncommonly penetrating. He deals 
gently with the modified stagnation 
theory of the current Council of Eco- 
nomic Advisers and with the political 
pessimism concerning America’s recent 
tempo of growth. In dismissing the cult 
of stagnation, Dr. Burns wisely pro- 
poses that we eliminate artificial barriers 
to expansion, 

“Once aggregate spending is sufficient 


to maintain full employment,” Dr. 
Burns points out, “the rate of economic 
growth must depend principally on the 
rate at which economic efficiency in- 
creases. Efficiency and productivity are 
undoubtedly promoted by some types 
of investment, but they can also be 
promoted without any additional out- 
lays or even with reduced outlays. We 
need to think only of restrictive prac- 
tices which abound in construction work, 
in railroading, in agriculture, and in 
many manufacturing concerns. 

“If we seriously want to accelerate 
economic growth, we will need to remove 
many of these impediments to efficiency, 
whether they arise from careless busi- 
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ness management, or from the coercive 
power of trade unions, or from govern- 
mental legislation itself. There should be 
broader understanding of the social 
function of profit as a creative force. 
The profit squeeze, whether caused by 
labor feather bedding or by excessive 
taxation, is inconsistent with the desire 
for greater growth.” 


The Investment Revolution 


There is always a temptation to freeze 
current patterns and fashions in the 
money markets into permanent blue- 
prints for the long future. This observa- 
tion is made in response to a query as 
to whether the current high stock market 
is a tip-off that investors are changing 
their concepts as to what is a fair return. 

It seems to me that the psychological 
reaction to the complex of post-war and 
cold war trends is more subtle than a 
monolithic acceptance of the Keynesian 
dogma to the effect that the rental value 
on borrowed money is in a process of 
long-term decline. 

Several influences have actuated the 
prolonged, though occasionally inter- 
rupted, rise in equity prices since 1949, 

First, there is the assumption that the 
feared historic-type post-war smashup in 
the national economy was not destined 
to occur this time. Between 1946 and 


1949, stocks sold on a low and pessimis- 
tic price-to-earnings ratio because of the 
expectation that the post-war boom 
would prove to be ephemeral. 

Secondly, the market had taken the 
view that the post-1939 inflation was 
here to stay, and accordingly there has 
been a revaluation of stocks in terms of 
dollars of current reduced buying power. 

Thirdly, with the fear of further epi- 
sodes of at least slow and creeping infla- 
tion under the impact of national de- 
fense, welfare state social spending, and 
at least occasional deficit financing. 
there has been a growing acceptance of 
the premise that, under such expecta- 
tions, investment prudence calls for a 
balanced financial diet, with equities as 
well as fixed dollar claims. Thus even 
cautious trustees have turned away 
from the dogmas of an earlier epoch to 
the effect that proper investment con- 
sists of a portfolio exclusively of high- 
grade corporate and governmental obli 
gations. This changed view has also 
led to the very important demand for 
common stocks by pension funds and 
other professional institutional investors 
who were once almost exclusively bond 
buyers. Similarly, mutual funds have 
competed with savings institutions for 
the thrift funds of little fellows. 

Fourthly. especially in interludes of 
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a rising phase of the business cycle, 
there has been a bold and widespread 
belief in the propensity for economic 
growth, especially by the newer scientific 
industries which make heavy investment 
in research. Accordingly, different yard. 
sticks have been applied to industries 
and corporations with greater expecta- 
tion for expansion than the national 
economy as a whole. Some have dubbed 
this new venturesomeness in statistical 
terms as a measure based on price-to- 
future earnings ratios. It is difficult to 
boil down this criterion to an automatic 
formula, for in the last analysis advance 
selection of the fast-growth companies 
depends on judgment, not on mere his- 
toric records. 


Once fast growing industries such as 
railroads and motor cars eventually ma- 
ture, and reach a state of changed tempo. 
Even in newer industries, such as elec- 
tronics, while the prospect for the in- 
dustry is admittedly brilliant, it is rea- 
sonable to assume that this industry will 
go through a period of elimination, and 
only the strong enterprises with out- 
standing management are assured of 
survival and of fulfillment of the poten- 
tials of the future. The president of one 
of the prime electronic companies told 
me that he sits up nights laying plans 
for diversification and improved effici- 
ency which will assure that his enter- 
prise will survive to enjoy the promise 
of the future. 


Selection by Emotionalism 


Obviously, in the bringing out of new 
issues of unseasoned companies in the 
electronic, photographic, and __ other 
wonder scientific fields, there has been 
success in exploiting the credulity of 
unsophisticated stock buyers. The rapid 
bidding up of new issues of untested 
enterprises to high premiums above the 
initial offering price is based on hope 
and imagination — not on demonstrable 
objective data. Even in such clearly spec- 
ulative situations, there are, however, 
techniques for formulating a fair price. 
The buyer, driven by hope, should make 
his own estimate of the schedule of fu- 
ture profit performance by the new com- 
pany, and on that basis decide from 
analysis of comparable situations what 
a reasonable price-to-earnings ratio 1s. 
On this basis, some speculative price be- 
havior cannot be justified in terms of 
simple arithmetic. 

History never precisely repeats itself, 
but in moments of optimism there are 
manifestations in new dress of “extra- 
ordinary popular delusions.” Recently 
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there .as been a situation in which the 
price paid for engraved pieces of paper, 
called shares of stock, is extravagant 
whene er the words “electronics, photo- 
graphic. or scientific” are printed on 
the ce: it ficates, 
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Over 109 years of uninterrupted 
cash dividends on common stock 


The 
Board of Directors has 
declared a dividend of 37% cents 
per share payable August 15, 1961, 
to shareholders of record 
July 14, 1961. 


MILES J, DOAN, SECRETARY 











COMMON STOCK 
DIVIDEND 





The Board of Directors of Central 
and South West Corporation at its 
meeting held on June 8, 1961, de- 
clared a regular quarterly dividend 
of twenty-five and one-half cents 
(25% c) per share on the Corpo- 
ration’s Common Stock. This divi- 
dend is payable August 31, 1961, to 
stockholders of record July 31, 1961. 


LERoy J. SCHEUERMAN 
Secretary 


CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 
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In periods of bullishness, there is a 
human tendency to underrate the risk 
factor. In interludes of pessimism when 
the national economy takes a step back- 
wards before taking two steps forward, 
there is a proclivity for overvaluing 
symptoms of adversity. The late John 
M. Hancock, Lehman partner and close 
associate of Bernard M. Baruch in his 
public projects, remarked this contrast 
of behavior in homely terms: “There are 
times in Wall Street when all bad news 
is thrown in the waste basket, and there 
are other times when all good news is 
tossed into the waste basket.” 

The professional security analyst, like 
the investment counsellor and the trust 
officer, must rise above such emotional- 
ism, and justify his hire at the various 
turns by looking dispassionately at the 
factors which create real values. 


A A A 


CREF Variable Annuities 
‘ in 10th Year 


; 

The success of College Retirement 
Equities Fund in providing for retire- 
ment needs of college staff participants 
is reflected both in the steady growth of 
assets under administration and en- 
hanced return on the Fund’s units. An- 
nuitants who commenced to benefit in 
the first year of operation—1952—are 
currently receiving benefits well over 
two and one half times the initial distri- 
bution. 

Details of the Fund’s status and in- 
vestment policies were reported in the 
May issue (p. 438) as of the end of 
1960, since which date total assets have 
grown from $161 million to cover 73,000 
insured individuals to some $196 million 
as of July 1, 1961, with 76,300 educators 
from nearly one thousand institutions in 
the fold. At the present time, 1,020 re- 
tired staff members or their beneficiaries 
are receiving benefits from CREF. 





FEDERAL PAPER BOARD CO., Inc. 
Common & Preferred Dividends: 


The Board of Directors of Federal 
Paper Board Company, Inc. has this 
day declared the following quarterly 
dividends: 
50¢ per share on Common Stock. 
2834¢ per share on the 4.6% 
Cumulative Preferred Stock. 
Common Stock dividends are payable 
July 15, 1961 to stockholders of 
record at the close of business June 
29, 1961. 
Dividends on the 4.6% Cumulative 
$25 par value Preferred Stock are pay- 
able September 15, 1961 to stock- 
holders of record August 31, 1961. 
ROBERT A. WALLACE 
Vice President and Secretary 


gene 13, 1961 
ogota, New Jersey 











GARDNER 
DENWER 





109th CONSECUTIVE 
DIVIDEND 


ON COMMON STOCK 


A quarterly dividend of $.50 
per share on the common 
stock of Gardner-Denver 
Company has been declared 
by the Board of Directors of 
the company, payable Sept. 
1, 1961, to stockholders of rec- 
ord at the close of business 
on August 9, 1961. 


Quincy, Illinois ©. C. Knapheide, Jr. 





June 22, 1961 





Secretary a 
























Southern California 


Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


COMMON STOCK 
Dividend No. 206 
65 cents per share; 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 57 

28 cents per share; 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 53 

28/2 cents per share. 





= 
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The above dividends are pay- 
able July 31, 1961 to stock- 
holders of record July 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, July 31. 


Sassen: 


P, C. HALE, Treasurer 


June 15, 1961 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 











For detailed explanation as to 
selection and interpreation of 
data see July 1959 issue, p. 690. 














1 2 3 4 5 6 7 8 9 10 
PORTFOLIO PRINCIPAL PERFORMANCE INCOME 
POLICY Base (100): Bid Price 6/30/50 





% common stocks, 
lower grade bonds & 
preferred stocks 


Recent 5-Yr. range 


Current 
6/30/50 — 
to . " 
Pre-War 6/30/61 Bid & Bid 
Cap. only 


12/30/39 Low High Distr. 


Net Investment 
Dividend % on 
aver. month-end 


offering price 








BALANCED FUNDS 

1 American Business Shares _ 

2 Axe-Houghton Fund “A” 

3 Axe-Houghton Fund “B” 

4 Boston Fund 

5 Commonwealth Investment Co. 
6 

a 

8 

9 

















Diversified Investment Fund, Inc. —.__. 2 
Eaton & Howard Balanced Fund 
Fully Administered Fund (Group Securities) —. 
General Investors Trust 
Tey ive RN a 
11 Johnston Mutual Fund 
12 Massachusetts Life Fund —....--- 
13 National Securities—Income series 
14 Nation-Wide Securities 
15 George Putnam Fund ~ 
16 Scudder Stevens & Clark Balanced Fund ____ = 
17 Shareholders Trust of Boston 
18 Stein Roe & Farnham Balanced Fund —_____. 
19 Wellington Fund 
20 Whitehall Fund 


























FLEXIBLE FUNDS 


21 Broad Street Investing Corp. 
22 Delaware Fund 
23 Dreyfus Fund 
24 Fidelity Fund 
25 Institutional Foundation Fund 
26 Knickerbocker Fund 
27 Loomis-Sayles Mutual Fund 
28 Mutual Investment Fund 
29 New England Fund 
30 Selected American Shares 
31 Sovereign Investors 
32 State Street Investment Corp. 
33 Wall Street Investing Corp. 
34 Wisconsin Fund, Inc. 












































COMMON STOCK FUNDS 


35 Affiliated Fund* 
36 Bullock Fund 
37 Dividend Shares 
38 Eaton & Howard Stock Fund 
39 Fundamental Investors 
40 Group Securities—Common Stock 
41 Incorporated Investors — 
42 Investment Company of America 
43 Keystone Growth Common (S-3) —--__. 
44 Massachusetts Investors Growth Stock Fund _ 
45 Massachusetts Investers Trust 
46 National Investors —. 
47 National Securities—Stock Series _....--_-__. 
48 T. Rowe Price Growth Stock Fund — 
49 Scudder Stevens & Clark Common Stock Fund__. 
50 United Income Fund 
































500 STOCK INDEX (Standard and Poor’s) 
CONSUMERS PRICE INDEX (B.LS.)2 





56.0 59.5 48.6 
66.4 66.4 49.4 
74.7 77.1 67.7 
60.9 72.2 654.1 
63.0 74.3 59.7 
68.3 73.7 63.7 
65.6 70.9 59.9 
76.6 78.9 68.3 
64.5 80.7 55.4 
NA NA NA 
76.4 79.9 56.4 
64.7 69.2 58.0 
82.7 91.8 82.7 
63.0 63.0 54.4 
75.4 75.4 63.3 
70.4 70.4 58.7 
65.3 72.9 49.0 
67.9 67.9 51.6 
66.2 68.0 57.8 
55.3 58.0 50.4 


89.3 89.3 77.3 
89.1 94.3 84.3 
92.1 99.9 652.7 
96.4 96.4 80.2 
75.5 88.5 75.5 
94.0 95.5 63.0 
75.3 75.3 49.5 
85.3 85.3 55.8 
63.5 66.8 53.2 
97.7 97.7 81.1 


87.2 98.9 81.2 
85.5 88.2 80.6 
95.3 982 77.4 


89.3 89.9 84.5 
87.6 88.5 76.7 
90.9 91.0 81.6 
89.7 89.9 78.3 
98.5 99.2 96.7 
94.8 99.1 90.4 
89.0 96.3 82.4 
75.1 95.5 74.5 
NA NA NA 
96.5 99.7 92.9 
98.3 99.7 97.3 
99.6 99.6 96.4 
95.7 98.9 93.9 
84.4 87.8 72.1 
97.6 99.2 91.6 
94.2 97.1 89.3 





72.3 95.6 220.1 214.3 169.1 
72.4 97.5 168.9 166.8 119.4 
63.1 96.3 215.3 210.2 138.3 
55.5 95.9 238.2 232.4 182.0 
69.4 95.5 237.4 232.0 179.7 
57.6 84.0 221.4 215.6 1767 
— 88.0 224.8 Zig.1 16953 
67.0 96.3 218.7 214.3 180.9 
87.0 96.4 176.6 Mel 742 
91.7 97.2. 2136 204.9 143.7 
— 96.3 211.0 205.0 183.5 
— 96.6 285.9 275.1 2282 
— 97.2 196.7 POLS IZIB 
— 96.8 188.3 182.1 141.5 
82.3 912 2011 196.8 158.9 
88.5 97.5 268.1 261.8 211.4 
74.6 97.38 198.3 193.0 153.2 
— 96.3 231.2 225.2 164.8 
— 96.8 271.9 264.6 209.7 
70.9 97.3 219.5 214.2 170.0 
— 95.8 214.9 209.3 157.9 


73.8 95.8 272.4 263.3 205.1 
65.1 93.7 307.1 295.4 243.0 
69.3 95.3 267.9 257.7 181.0 
— 96.6 465.5 444.8 374.8 
— 95.4 330.3 318.0 256.4 
— 95.5 258.1 253.8 189.9 
101.0 96.4 197.7 192.4 130.4 
60.5 96.6 208.1 203.0 148.2 
84.6 95.7 192.6 185.6 139.7 
78.4 97.2 192.6 189.4 141.7 
74.0 94.3 273.1 265.4 182.1 
98.3 98.2 298.7 284.2 255.1 
56.8 95.3 243.3 237.9 155.1 
— 96.1 304.3 293.0 266.1 
54.8 95.4 274.0 265.5 207.9 


65.3 94.7 345.1 334.7 265.6 
61.4 93.6 269.2 261.9 194.7 
68.0 94.6 300.9 | 293.5 216.2 
73.5 93.6 271.5 | 265.8 213.4 
62.2 95.2 354.3 844.9 BO44 
54.5 94.4 332.9 | 318.5 264.5 
— 95.1 261.4 | 252.6 197.8 
59.8 96.6 328.8 | 315.7 217.3 
64.1 94.1 336.5 S291 2295.3 
71.7 97.4 378.9 | 367.4 249.0 
69.6 94.7 472.3 | 461.8 397.9 
76.6 95.3 358.0 Sa5.4 812.1 
57.6 92.7 443.1 427.9 343.2 
— 93.6 248.9 | 240.0 178.4 
— 94.6 514.3 501.1 418.4 
— 94.5 335.7 | 325.3 268.3 
oe 95.4 315.3 804.4 249.0 


70.7 94.3 380.9 365.4 — 
58.5 100.0 125.2 — — 











Last $.Yr. 
12 Mos. Avg. 
3.16 3.80 
3.17 3.45 1 
3.47 285 9 
2.55 2.89 38 
2.85 2.88 4 
2.81 2.99 5 
3.50 382 6 
3.01 2.96 7 
3.74 3.838 8 
3.64 3.80 9 
3.16 3.42 10 
2.04 2.77 11 
3.06 3.11 12 
4.52 4.72 18 
3.24 3.46 14 
2.58 2.94 15 
2.99 3.09 16 
3.55 3.66 17 
282 2.76 18 
2.99 3.11 19 
8.46 3.52 20 
2.69 3.03 
S15 S42 31 
2.41 2.78 22 
1.81 1.95 28 
2.42 2.98 24 
3.383 3.76 25 
3.07 3.34 26 
2.93 3.06 27 
2.81 2.96 28 
3.19 3.46 29 
2.36 2.85 30 
3.29 3.64 31 
223 241 22 
2.46 2.85 33 
2.23 2.90 34 
2.45 2.72 
2.88 3.20 35 
2.64 2.77 36 
2.65 2.95 37 
2.28 2.38 38 
222 257 @ 
3.82 4.25 40 
1.98 2.19 41 
2.26 2.42 42 
1.85 2.10 43 
1.40 1.64 44 
2.75 3.05 45 
1.53 1.98 46 
4.08 4.33 47 
1.68 1.95 48 
2.40 2.52 49 
2.81 3.23 50 











n—Adjusted to June 30, 1950 base; *—-Leverage operated until 2nd quarter 1950; Italics indicate ex-div. or high or low price reached during current month. 


NA—Not available. 


636 


COPYRIGHT 1961 BY HENRY ANSBACHER LONG 


TRUSTS AND ESTATES 








OF 


de 


0! 


ite i tl i i te, eee Ce ee, eee ee ee, 


i 


l 


onth. 


\ TES 





Canadian Trust Company 
Announces Mutual 
Investment Plan 

With the recent announcement by the 


Montreal Trust Co. of its new Con- 


= <olidated Investment Plan, another chan- 


nel of savings for capital investment in 
the Canadian economy has been estab- 
lished. This plan, it is believed, is the 
first mutual-type fund organization to 
emanate from a Canadian trust com- 
pany. 

The Plan is an investment trust to be 
operated by the Montreal Trust Co. un- 
der the terms set forth in a declaration 
of trust. The Fund will be separated 
into two sections, the investment objec- 
tives of which will be in accordance 
with their names, the Income Section 
and Equity Section, and the individual 
participant may split his interest ac- 


4 cording to his personal needs, varying 


them from time to time as conditions or 
preferences dictate. 

Units in the Fund, with an original 
value of $10. each, will be used, with 
minimum interest in either being ten 
units. Monthly valuation dates will estab- 
lish unit values and permit additions, 
withdrawals or shifts of individual hold- 
ings, while income will be disbursed 
quarterly. Each investor will also re- 
ceive by March 1 a copy of the annual 
report and necessary tax information. 
Capital gains are to be reinvested for 
growth. 

An official receipt will be issued to 
the investor rather than a stock certifi- 


f cate and these may be registered at any 





of eight offices of the trust company and 
may be transferred between these. Per- 
haps the most startling feature of the 
Plan is the extremely low cost of invest- 
ment management thus provided, the 
only fee being 44 of 1% per annum 
by the company against the capital value 
of each section of the Fund, charged 
directly to the Fund, with no entry or 
withdrawal cost to the investor. 


Insurance Commissioners 
Favor Own Control Over 
United Variable Annuity Fund 


At a meeting of the Variable An- 
nuities and Pension Plan Funding Sub- 
committee in Philadelphia on June 5, 
the National Association of Insurance 
Commissioners in effect denied that the 
United Variable Annuity Fund could 
free itself from insurance regulation 
primarily because it provides no ex- 
pense or mortality guarantees. George 
E. Johnson presented the United Vari- 
able’s case before the Commissioners, 
contending that it had none of the 
mechanical insurance attributes of the 
conventional annuity and should be sub- 
ject to regulation solely by the S.E.C. 
In our column in May, we mentioned 
his missionary efforts among the com- 
missioners. Milton Ellis of the Metro- 
politan Insurance Co. tended to support 
Mr. Johnson’s position, but opposition 
was voiced by Richard Congleton, Gen- 
eral Counsel of Prudential, B. M. An- 
derson of Connecticut General Life and 


Robert A. Crichton of VALIC. 
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Investors! consiperR . .~ 


EATON & HOWARD 
STOCK FUND 
Investing primarily in selected common 
stocks for possible growth of 
principal and income 


Prospectus available from your Investment 


Dealer or Eaton & Howard, Incorporated 
New York * Chicago * San Francisco 
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EATON & HOWARD 


INCORPORATED 


24 Federal Street, Boston 10, Mass. 
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NAME 





STREET 














INVESTMENT COMPANY NOTES 


HENRY ANSBACHER LONG 





The subcommittee made known its 
position by reaffirming its resolution 
adopted in December 1959 in answer 
to the following similar issue placed on 
its agenda: “Is insurance regulation 
necessary in the public interest in the 
case of organizations issuing contracts 
which provide for a pooling of the mor- 
tality risk?”. The resolution follows: 


“WHEREAS it is represented that 
investment contracts are being sold 
to the public which provide for bene- 
fits which take into consideration life 
contingencies and the pooling of mor- 
tality, and 

WHEREAS it is in the interest of 
the public that the insurance phases 
of such business be supervised by the 
insurance departments of the several 
states. 

BE IT RESOLVED that the N.A.I.C. 
recommend that each of its members 
scrutinize such business to determine 
whether within the meaning of the 








‘isa mutual investment fund of diversified 
‘common stocks selected for investment 
quality and income possibilities. See your 
investment dealer for free booklet- 
prospectus, or mail this ad to 


CALVIN BULLOCK, LTD. 
Established 1894 
ONE WALL STREET, NEW YORK 5 
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applicable law an insurance business 
is being thereby done and, if so de- 
termined, take effective steps to pre- 
vent the conduct of such business 
without license and appropriate super- 
vision in the public interest; 

AND BE IT FURTHER RE- 
SOLVED that each member of the 
N.A.I.C. inform the chairman of this 
subcommittee on or before May 1, 
1960 of any action taken by his de- 
partment with respect to business of 
such character, and that the results 
of such survey be reported by this 
subcommittee to the next succeeding 
meeting of the N.A.I.C.” 


Westminster Fund Deposits 
Total $151 Million 


With tentative acceptance of secur- 
ities having a valuation in mid-June of 
$151 million, Westminster Fund, Inc., 
sponsored by the Hugh Long and Co. 
mutual group, will probably prove to be 
the largest of the exchange funds organ- 
ized to date. Westminster reported that 
there were 1,112 depositors and that the 
average deposit approximated $136,000. 
The value of individual deposits ranged 
from the $25,000 minimum to a high 
of $2.1 million. Final valuation for the 
purpose of the exchange will be made as 
of the close of business July 27 and 
formal exchange will be consummated 
on the next day. 

During the time in which deposits 
were being solicited, Investors Manage- 
ment Company, Inc., advisor to West- 
minster, found to be unsuitable for the 
fund more than three times the num- 
ber of securities recommended for ac- 
ceptance. Diversification of the deposited 


securities based on broad classifications 
at the June valuation date was: basic 
industries, 27.4%; consumer goods, 
22.3%; scientific industries, 19.4%; 
service industries, 10.7%; financial, 
10%; retail trade, 8.8%; and miscel- 
laneous, 1.4%. The 24 largest holdings, 
accounting for over one-third of the 
portfolio’s value, with tax basis and 
market price follow: 





Tax Market 
Security Basis Value 
Weyerhaeuser Co. _. $ 108,514 $ 3,939,432 
(LS): ee aan 349,780 3,805,024. 
Heath (D.C.) and Co. 136,592 3,150,900 
Financial Federation, 

NR cee ee Pe 47,599 3,099,805 
Jonathan Logan, Inc. . 30,142 2,996,250 
Texas Instruments __ 15,202 2,917,420 
Suburban Gas __.._. 86,606 2,896,666 
Litton Industries __ 26,395 2,526,349 
Thorofare Markets, 

eee 358,529 2,285,668 
Belco Petrol. Corp. — 13,978 2,239,200 
Avon Products — 106,237 2,188,054 
Varian Associates __. 25,022 2,042,722 
Gen’l Tel. & Elec- 

tronics 2 Oe ee 155,396 2,004,372 
Tractor Supply “B”.. 15,435 1,990,000 
Dynacolor Corp. - 82,254 1,846,000 
Arkansas Louisiana 

NR on aa A 219,141 1,674,275 
Ginn and Co. __....... 32,442 1,629,916 
American-Marietta _ 40,527 1,593,042 
San Diego Imperial 

MOONS a, 157,399 1,470,000 
American Investment 

Co. of Til. 422,140 1,440,375 
Lilly (Eli) & Co. “B” 8,649 1,420,000 
Loral Electronics __. 41,989 1,407,347 
Cook Coffee Co. __. 0 1,365,000 
Texas Gas Trans- 

i) = 48,615 1,343,809 

$2,529,000 $52,270,000 





Stein Roe & Farnham 


BALANCED FUND 





é > 





Invested in bonds, preferred 
and common stocks selected 
for reasonable stability and 
possible long-term growth of 
principal 


eesceoeoeveveveeeneeee000008002802808028080808088087 © 


Copies of the Prospectuses obtainable from 


Stein Roe & Farnham BALANCED FUND, Inc. 
Stein Roe G Farnham STOCK FUND, Inc. 


BOTH FUNDS AVAILABLE AT NET ASSET VALUE 


STOCK FUND 





Substantially all assets invested 
in common stocks selected for 
long-term growth possibilities 


135 South LaSalle 
Chicago 3, Illinois 


638 





Order Enjoining Use of 
“Wellington” Appealed 


Implementing his orginal decision of 
August 11, 1960, (T&E, Sept. 1960, p. 
818), Chief Judge Caleb Wright of the 
U.S. District Court for the District of 
Delaware, on June 20 signed an order 
enjoining Wellington Equity Fund from 
using as part of its corporate title the 
name “Wellington”. Management and 
underwriting affiliates, the Wellington 
Company and Wellington Company, Ltd, 
were also barred from using the Welling. 
ton name to refer to any investment 
company other than Wellington Fund, 
The reason for the delay of almost a 
year in the final order was that the 
plaintiff's lawyers made a second attempt 
unsuccessfully to have the court assess 
damages. The defendants have been 
given ninety days in which to comply, 
but as an appeal has been taken to the 
Circuit Court, Wellington expects that 
the injunction will be suspended pend- 
ing final disposition of the case. 

A cogent observation has been made 
on this case by Nathan D. Lobell of the 
New York Bar in an article analyzing 
the structure of the mutual fund. Writ- 
ing in the March 1961 Virginia Law Re. 
view, he states: 


“The court’s reasoning .. . is that 
the management company, having cast 
Wellington Fund, Inc. in the form of a 
corporation, must take the conse- 
quences. A corporation owns its name. 
The directors cannot make a gift of 
the name without unanimous consent 
of the shareholders . .. A harm is 
done to Wellington Fund, Inc. share- 
holders by reason of the fact that if 
use of the name Wellington by Equity 
Fund were permitted that use would 
prevent Wellington Fund, Inc., from 
ever transforming itself into a com- 
mon stock fund. For Wellington 
Equity Fund would already be in the 
field with its name established.” Quot- 
ing directly from Judge Wright’s ori- 
ginal decision, “Wellington Fund’s 
shareholders have the right to insist 
that their directors engage investment 
advisory services which will keep 
Wellington Fund’s portfolio attuned 
to the times and that the directors do 
not divert from Wellington Fund the 
valuable corporate opportunity of em- 
ploying the Wellington trade name in 
exclusively common stock activity.” 


There is a difference, however, Mr. 
Lobell points out, between the mutual 
fund structure and that of the ordinary 


business corporation. Wellington Fund: 


is a balanced type fund and “mutual 
fund ‘management’ consists primarily 
of investing and reinvesting money ac- 
cording to a stated and fairly well de- 
fined policy . . . While the directors of 


(Continued on page 642) 
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MOODY’S INVESTORS YIELD TABLE 
Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 
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ne, | June May June High-.ow High-Low eee eaten asian oes 
of 1. U. S. Government Bond Yields 
nt 3-Year Taxable Treas. _......-- =. — 3.56 3.36 3.98 3.60-3.09 5.17-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
is 5-Year Taxable Treas. _...______. % 3.80 3.55 4.07 3.80-3.27 5.10-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
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ity | a ND a as 3.95 3.78 3.84 3.95-3.70 4.44-2.59 (b) (b) (b) (b) 
ild ae 3.78 3.65 3.68 3.78-3.53 4.10-2.94 
om | 2% Corporate Bond Yields 
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a Baa Rated Long Term —....._.. -~ % 5.06 5.01 5.28  5.12-4.99 5.37-3.15  3.57-2.98 4.47-3.06 12.96-4.42 8.56-5.32 
: | 8. Tax Exempt Bond Yields 
= Aaa Rated Long Term _......... % 3.37 3.27 3.30 3.37-3.12 3.65-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
d’s Aa Rated Long Term __ siketabeaiastiaiitsc cans 3.52 3.47 3.50 3.55-3.33 3.81-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
sist A Rated Long Term _....._-_/_E_—i 3.71 3.62 3.80 3.71-3.55 4.06-1.72  2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
ent 1 Baa Rated Long Term —.....__ % 3.94 3.95 4.24 4.16-3.95 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
2ep 4. Preferred Stock Yields 
1ed Industrialsk—High Dividend Series 
do | High Grade % 4.60 4.58 4.68 4.67-4.58 4.85-3.80 4.09-3.28 -4.37-3.55 6.54-3.83 6.79-4.75 
the Medium Grade -_... % 4.81 4.80 5.27 4.89-4.79 5.60-4.45  5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
vil Industrials—Low Dividend Series 
are High Grade _...____—so*'G 4.39 4.38 4.50 4.43-4.36 4.67-3.45 3.92-3.27(e) (e) (e) (e) 
— Medium Grade _.............- % 4.71 4.66 4.81 4.75-4.64 5.16-3.80  4.20-3.52(e) (e) (e) (e) 
fe Utilities—Low Dividend Series 
High Grade % 4.75 4.69 4.90 4.82-4.66 5.12-3.77 4.24-3.40(e) (e) (e) (e) 
Mr. Medium Grade _......-__=>_S sis J 4.87 4.89 5.09 5.05-4.86 5.34-4.17 4.65-3.69 (e) (e) (e) (e) 
ual | 5 Common Stocks 
ary | 125 Industrials—Prices (g) —..--. —— $193.90 197.56 178.62 197.56-186.00 196.07-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
¢ 125 Industrials—Div. (g) —_...___ *s 6.01 6.03 6.06 6.03-6.01 ; 6.01-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(f) 
ind ° | 125 Industrials—Yields ....._--_-_-=-sSs% 3.10 3.05 3.39 3.23-3.05 6.79-2.96 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19(f) 
ual | (a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (f)—125 Industrials Averages date from Jan. 1, 1929. 
rily | (b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. (g)—Dollars per share. 
ac- _ ()—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
de- i] (d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. Note: To facilitate comparisons between the three charts above, all yields 
(e)—Low Dividend Preferred Yield Averages in this series date from have been placed on the same inverted arithmetic scale which appears 
; of Jan. 2, 1946. on the left side of each chart. 
, *Revised. Medium grade, high dividend series preferred stock yields for Oct., 5.14; Sept., 5.16. 
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NE OF THE MOST REWARDING FRINGE 

benefits to come my way for writ- 
ing these pieces in TRUSTS AND ESTATES 
was an invitation to attend this year’s 
meeting of the Million Dollar Round 
Table, at the Americana, in Bal Har- 
bour, Florida. 

But now that I’ve caught my breath 
and am once more moving along at my 
normal pace, I’d like to suggest that 
“workshop” would be a more descrip- 
tive label than “meeting” for what the 
members of the Round Table staged 
during the five days I spent with them. 

For example, the Americana is one of 
the country’s luxury hotels, and _ its 
beach facilities are superb; but so far as 
I could tell, the eight hundred men and 
four women attending as qualified mem- 
bers used those facilities as a place to 
conduct informal seminars in the open, 
or to keep up with their technical read- 
ing while getting some sun (one former 
chairman of the Round Table arrived 
for his hour on the beach carrying a 
book on estate planning, a copy of the 
CLU Journal and, I’m glad to report, the 
May issue of TRusTs AND EsTATEs). 

I’m mentioning this obvious preoccu- 
pation with the job of selling life insur- 
ance because of another piece of infor- 
mation I picked up. When polled by its 
own public relations committee, a strong 
majority of the MDRT membership in- 
dicated it prefers meetings at resort ho- 
tels — and I understand that more than 
80 per cent of those who attend meet- 
ings regularly are in favor of holding 
one in Europe or Mexico City. With 
programs that start at 9 sharp in the 
morning (attended by men who have 
been talking shop right through break- 
fast) and continue, with about a three- 
hour break for dinner, until 10:30 or 
later that night, you may wonder, as | 
do, what real difference the meeting lo- 
cation makes. 

One thing seems certain. Whether 
held in Bal Harbour, Montreal, or Eu- 
rope, it would be difficult for the IRS to 


rule that attendance at an MDRT meet- - 


ing is a vacation. 
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ESTATE SIDE OF LIFE INSURANCE 


CHARLES C. ROBINSON 


In collaboration with Institute of Life Insurance 


If there is a typical Round Table 
member, he stayed at home this year, or 
I failed to meet him. The working phi- 
losophies and techniques I heard dis- 
cussed, on and off the record, are as var- 
ied as the personalities of these men and 
women whose sales results put them at 
the top in what I have heard described 
as “the most difficult and competitive 
sales business in the world today.” 

There is, however. one basic convic- 
tion that seems to be shared by all of 
these men and women. Oddly enough, it 
was stated by the president of a large 
bank in the Pacific northwest. He said 
that in his own and the bank’s experi- 
ence with hundreds of estates, there has 
not been a single instance where there 
was too much life insurance, but there 
had been many where there was far too 
little. 

One man whose 1960 sales exceeded 
five millions of new life insurance told 
me: “The bulk of my sales are made for 
one and sometimes a combination of 
two reasons. Either a man hasn’t ac- 
cumulated enough property, so needs life 
insurance to beef up his estate; or he 
has an impressive accumulation of as- 
sets, nearly always partly to wholly 
frozen, and needs life insurance to fur- 
nish the liquidity his estate will have to 
have.” 

He said it’s as simple as that, and the 
more I talk with men who are selling 
substantial amounts of life insurance, 
the more willing I am to believe him. 
These Round Table members are con- 
cerned with finding ways and means to 


fill a large and continuing (although not- 


always recognized) future need for guar- 
anteed amounts of money. But if it is as 
simple as that, there are two major com- 
plications facing the man who would sat- 
isfy that need by selling additional life 
insurance — complications the Round 
Table’s meeting programs are designed 
to overcome. 

Many, perhaps a majority of men, 
have no very clear idea of their future 
needs for money — how much, when, 
and for what. No man is apt to get ex- 


MILLION DOLLAR ROUND TABLE HIGHLIGHTS 





cited about a problem he doesn’t know 
he has, so the first of the two complica- 
tions is the necessity to pinpoint his 
problem — to make it disturbingly ap. 
parent and immediately important. 

The second complication usually crops 
up after the first is resolved; and it is 
one of plain though not necessarily sim- 
ple economics. The larger the amount of 
life insurance a man needs, the more 
likely he is to be property rich and dol- 
lar poor — and so the less able to pay 
the premiums for the life insurance he 
may want very much to buy. 

Determining future needs for money 
(usually, if not always, synonymous with 
needs for life insurance) is of course a 
primary function of estate planning; 
finding sources of premium money (es- 
sential when life insurance is indicated), 
if not a function, is often an important 
end result of effective planning. 

* % * 

Partly from program emphasis, but 
also from conversations with Round 
Table members, I got the impression 
that one of the most important and least 
understood needs, today, is for the co- 
ordinated planning of both the hus- 
band’s and the wife’s estates. With too 
few exceptions, planning a wife’s estate 
is left until after her husband’s death — 
when, if done at all, there is no assur- 
ance it will be the work of a planning 
team her husband would have chosen or 
even approved. 

This lack of coordinated planning can 
(and usually does) result in unfortun- 
ate and wholly unnecessary losses to the 
children or other ultimate beneficiaries. 

One Round Table member I talked 
with gave me a simple illustration of 
how one.of his clients has protected his 
marital deduction (lost, if his wife dies 
first and he does not remarry), and also 
how he solved the problem of finding 
premium money. 

This man is in his early 40s and his 
wife is a couple of years younger. They 
have four children, now in their ‘teens. 
His estate amounts to about $600,000; 
about half inherited money that is con- 
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servativ’ y invested, and half life insur- 
ance a his one-third interest in a busi- 
ness th: is well managed and growing. 
He is the 43 per cent income tax 
bracket 

An a: aiysis of his situation showed 
that if |= wife died first, the children 
would e\. utually get about $35,000 less 
— the current value of his marital de- 
duction. «.easured in estate taxes only 
(he would also have an income tax prob- 


ihis. too, was considered). | 
io spell out all the details, but 
he didn’t want to spend the after-taxes 
money it would cost to insure his wife 
for $35.000. Here’s what he did. 

He took some securities yielding about 
4 per cent and established a 10-year 
trust for the children — the securities to 
come back into his control at the termi- 
nation of the trust. The trustee was in- 
structed to use the income (now taxed 
at about half the rate he had been pay- 
ing) to buy $35,000 of 10-payment life 
on his wife’s life, for the sole benefit of 
the children. 

At the end of 10 years, assuming his 
wife is still living, this policy will be 
fully paid for: the children’s tax posi- 
tion will be protected, if their mother 
dies first; and he gets his securities 
back. It’s an arrangement with no fuzzy 
edges, and one that does not seem likely 
to be made less desirable by any prob- 
able changes in the tax law. 

* % *% 

In one situation I heard discussed, 
both on the program and informally, a 
man whose two sons faced an eventual 
estate tax bill of about $100,000, and 
who was unwilling to establish trusts or 
make outright gifts, was shown how to 
build up the needed liquidity in his es- 
tate — without adding to the taxable 
value or giving up any of his own con- 
trol of his property. 

This was done by using the split dol- 
lar approach in reverse. Each of his two 
sons applied for life insurance (aggre- 
gating the estimated tax). These policies, 
owned by the sons, were immediately 
assigned to the father as collateral to 
the extent of the cash values. 

The father obligated himself to put up 
each year’s premiums in full. The por- 
tion of these premiums equal to the an- 
nual increase in cash values was an in- 
terest free loan to the sons; the balance 
of each premium would be an annual 
gift (well within the gift tax exclusion). 

At the father’s death, the insurance 
proceeds, less the cash value, will not 
become a part of his taxable estate. The 
payment of the cash value to the estate 
will not increase its overall policy, since 
it is merely the repayment of a loan. 
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of greater Oklahoma City’s Million Dollar Round Table were guests recently 


at a luncheon given in their honor by the First National Bank and Trust Co. of Oklahoma 
City. These men sold over one million dollars of insurance in the past year to qualify 
as members of the Round Table. 





This plan has three important advan- 
tages to the sons. It gives them the cash 
needed to settle their father’s estate; 
other assets can be held intact (most are 
non-liquid); and the life insurance 
money they receive will be beyond the 
reach of their own creditors. 

I also heard of several instances where 
the reverse split dollar arrangement is 
being used in connection with business 
buy-outs — including a lobby discus- 
sion of the same case (or its twin) de- 
scribed in this department last month. 

Those are, I believe, typical examples 
of how Round Table members pinpoint 
problems and find solutions. I have to 
agree with the man I quoted earlier: 
“It’s as simple as that.” But he also im- 
plied that it’s easy — and that I some- 
how cannot buy. 


DISABILITY INSURANCE 
IN ESTATE PLANNING 


NTIL RECENTLY, IT’S MY IMPRESSION 
Shan the importance of disability 
provisions in estate and business contin- 
uation planning has been largely over- 
looked. Yet, according to a statistical 
study furnished members of MDRT, the 
chances of disability lasting three months 
or longer are 2.7 times the chances of 
death, at age 30; 2.3 times at 40: 1.8 
times at 50; and 1.6 times at 59. 


Granting that a man can be disabled 
for a few months without wrecking his 
own estate-building and conserving 
plans, or his usefulness to a business; if 
he is disabled for as long as three 
months, then these average duration fig- 
ures apply: a disability commencing at 
age 30 and continuing for three months 
will last four years; at 40, four and a 
half years: at 50, five and a half years; 
at 59, six and a half years. These aver- 
ages suggest readily disturbing possibili- 
ties, especially to the owners of closely 
held businesses whose buy-out agree- 
ments (and funding) cover only the con- 
tingency of death. 

This is one reason why waiver of pre- 
miums in the event of total disability is 
included (whenever possible) in most 
business life insurance being sold today; 
also for the wide and increasing inter- 
est among life insurance men in the use 
of disability income insurance in fund- 
ing buy and sell agreement. I'll try to 
report on this more fully in a later col- 
umn. 


THE MAIL-BAG 


AST MONTH, I SAID I HAD NO NOTION 
L who first hit on the idea of split dol- 
lar life insurance. John W. McLean, 
CLU, of Memphis, Tenn., writes: 


“T believe the answer to your ques- 
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tion is Robert O. Bickel, CLU (de- 

ceased), who wrote, in 1942, a book 
called The Master Contract Plan, pub- 
lished by the National Underwriter 
Company. Mr. Bickel described a plan 
whereby one party would pay the 
term insurance portion of the pre- 
mium, the other party the cash value 
portion.” 
Any other nominations for the Father 

of Split Dollar? 


A A A 
INVESTMENT COMPANY NOTES 


(Continued from page 638) 


an ordinary business corporation may 
regard the particular type of product or 
way of making or distributing it to be 
only a means of producing profits — to 
be altered whenever that is necessary to 
produce greater profits — the directors 
of a fund do not have the same freedom 
to change the operational aspects of the 
fund . . . Thus, it would seem that the 
Taussig v. Wellington formula actually 
intends to impose on fund directorates 
(and managements) a duty to regard a 
fund’s policy as flexible, to be altered 
even in normal market or economic 
cycles to keep the fund’s portfolio ‘at- 
tuned to the times’. That concept .. . 
sets a range of obligations seriously at 
variance with current understanding 
and practice.” Furthermore, it might be 
added, that under the Investment Com- 
pany Act, such alteration would require 
a vote of the stockholders. 


S.E.C. Head Would Include 
Mutuals in Market Study; 
Part-Timers Defended by N.A.S.D. 


At a hearing on June 27 and 28 on 
H.J.R. 438 to amend the Securities Ex- 
change Act of 1934, William L. Cary, 
Chairman of the S.E.C., told a subcom- 
mittee of the House Committee on In- 
terstate and Foreign Commerce that he 
favored the inclusion of mutual funds 
in the scope of the inquiry. The resolu- 
tion directs the Securities Commission to 
make a study of the adequacy of in- 
vestor protection under the rules of the 
nation’s stock exchanges and the Na- 
tional Association of Securities Dealers. 
Although the Commissioner felt that 
part of the mutual fund problems such 
as those directly concerning selling 
would come within the scope of the reso- 
lution, Mr. Cary proposed that it be 
amended to cover more explicitly the 
investment companies. 

Emanuel Cohen, Director of the Divi- 
sion of Corporate Finance of the Com- 
mission, said that the general problems 


of poor management and investment _ 


policies would not fall fairly within the 
resolution, but that under the Investment 
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Company Act the N.A.S.D. had respon- 
sibilities generally as to the sale, dis- 
tribution and redemption of fund 
shares. 

Mr. Cary explained that in any event 
the Commission had initiated a review 
of investment company relations with 
investment advisers, brokers and under- 
writers, the role of directors, especially 
affiliated directors in their roles as fidu- 
ciaries of the fund, and_ reciprocal 
brokerage practices in order to deter- 
mine the feasibility of a long-term pro- 
gram. Specific legislation might there- 
after be proposed after obtaining the 
views of those interested. 

Congressman Dingell asked about the 
Commission’s authority to “superin- 
tend” fees. Mr. Cohen explained that 
there was nothing specific concerning 
management fees in the Investment Com- 
pany Act, but if such costs are outrage- 
ous, the Commission might consider 
whether it had a responsibility to act 
under other sections such as $36 which 
gives it power to oust officers and di- 
rectors “guilty of gross abuse of trust, 
gross misconduct or gross negligence.” 
He was uncertain as to the extent the 
Commission could participate in the 
current management fee cases, but it 
was considering whether there should 
be more legislation in this area. 

Representative Keith praised the mu- 
tual fund institution because of “‘its 
great contribution to the expansion of 
the American economy.” He _ added, 
however, that while he hoped it wouldn’t 
be conducted in a manner to scare the 
public unnecessarily, he intended to 
“support the expansion of the study into 
the mutual fund field.” 

On the following day during an ex- 
tensive appearance William H. Claflin, 
Ill, chairman of the Board of Govern- 
ors of the N.A.S.D., volunteered his 
group’s position on part-time salesmen. 
Because of its importance within the 
context of distribution problems, we de- 
tail his statement: 


“We have had several committees 


study this problem. To date we have, 


had none of these committees find any 
justification for the position that the 
number of hours that a man works 
is the criterion as to his ability and 
value to the industry. We continuously 
come up with the conclusion that the 
proper approach to this problem is one 
through further education, better 
training of personnel and we are cur- 
rently attacking the problem through 
the means of a more demanding ex- 
amination and a more thorough ex- 
omination. We feel that if firms will 
improve their educational programs, 
train their men better, that it would 
tend to solve this problem.” 





Bank Fiduciary Fund Now 
Serves 52 Participants 


The sixth annual report of the Bank 
Fiduciary Fund at the close of business 
on April 28, 1961 showed a total valua- 
tion at market of $10,696,000 as com- 
pared with $8,457,000 one year earlier 
and numbered 52 participating banks, a 
gain of three during the year. This is a 
legal common trust fund established 
under New York State law to serve the 
needs of trust institutions which do not 
operate their own common funds. Spon- 
sored by the Trust Division of the New 
York State Bankers Association, its offi- 
cers and directors serve without com- 
pensation, while the Association’s per- 
sonnel and office facilities are made 
available without charge. 

Fund President Charles E. Treman, 
Jr., who is president of Tompkins Coun- 
ty Trust Co., Ithaca, noted an accelera- 
ted rate of growth in the last year but 
believes that the advantages of the Fund 
should commend participation by many 
more New York banks. Cash additions 
totaled $1,424,000, net of withdrawals, 
or approximately one half million dol- 
lars above 1960. New participations as 
of May 1 brought the total market val- 
uation to nearly $11.5 million. 

The record of the Fund since estab- 
lishment has been excellent, with each 
year thus far showing a consistent gain 
both in per share valuation and dividend 
return, the only exception being one 
year when the share value receded 
slightly. Current worth at report date 
was $116.73 vs. $107.12 in 1960 and 
total annual dividends of $4.205 per 
share were paid against $4.174 a year 
earlier. In accordance with New York 
State law, equities are held to the per- 
missive 35% ratio. 





BANK FIDUCIARY FUND 
Year-end Share Values and Annual Dividends 
April 30, 1957 to April 28, 1961 
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New York Trust Division 
Reports Activities 


Letters favoring establishment of a 
week-lory pension and_ profit-sharing 
school have been reaching the Trust Di- 
vision ollice following discussion of this 
subject at the regional Spring Meetings, 
William 8. Ogden, I[I, Division chair- 


man and vice president and trust officer, 
Merchants National Bank & Trust Co., 
Syracuse, reported to the New York 
State Bankers Association at its 65th 
Annual Convention held at Lake Placid, 
June 15. If member departments show 
sufficient interest, a school of this kind 
will be set up next year, he said. 

Unusually large and enthusiastic audi- 
ences attended area meetings in Middle- 
town, Albany, Cazenoria, Buffalo, Ro- 
chester and Endicott, with many surro- 
gates, legislators and bank presidents 
included. The May 11 Trust meeting 
held in New York was the largest in 
the Division’s history. 

The Trust New Business School com- 
pleted its eighth annual session in co- 
operation with New York University 
and under the leadership of Thomas W. 
Heslin, vice president of Manufacturers 
Trust Co. Many college men between the 
ages of 28 and 55 are using this school 
to sharpen their sales techniques. 

The Estate Administration 
School, held at Renselaer Polytechnic 
Institute, Troy, the week after Mr. Og- 
den’s report, would be led by Elmer L. 
Hewson, vice president of Manufacturers 
& Traders Trust Co., Buffalo, he said, 
and this year would include five women 
students. 

The Bank Fiduciary Fund continued 
to grow. Its president, Charles E. Tre- 
man, Jr., who is president of Tompkins 
County Trust Co., Ithaca, in the sixth 
annual report to stockholders noted net 
cash increases amounting to $1,424,000 
compared with $926,522 the previous 
year. Fifty-three trust departments are 
participating. 

Proposed legislation for 1962 aimed 
ata more liberal rule for corporate fidu- 
vlary investing along lines suggested by 
some legislators, is being prepared by 
the Investment Committee and the Trust 
and Estate Law Committee. 

A A A 

* Because of the first complete revision 
and codification of the Pennsylvania In- 
heritance Tax Law in more than thirty 
years, Girard Trust Corn Exchange 
Bank of Philadelphia has distributed a 
64-page booklet containing both the text 
of the new act and the comments of the 
Joint State Government Commission 
Which worked on drafting it. 
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First winners of the George G. Nathan Drama Criticism Award — provided for under 
the noted critic’s will and richest in the American theatre — are Professor C. L. Barber 


of Amherst College (second from left) and Harold Clurman, dramatic critic of “The 
Nation” (second from right). They are shown receiving $4,000 checks at The Hanover 
Bank’s new uptown headquarters at 350 Park Avenue. Hanover, as trustee under Mr. 
Nathan’s will, administers the awards. Winners are selected by the heads of the English 
departments of Cornell, Yale and Princeton Universities. Robert M. Lovell, senior vice 
president of bank is at left, and assistant vice president Russell R. Roetger at right. 





Tax Administrators Suggest 
Reforms 


Legislation to abolish statutory waiver 
requirements in connection with the 
transfer of intangible personal property 
on nonresident decedents was urged 
in a resolution 
adopted by the In- 
heritance, Estate 
and Gift Tax Sec- 
tion of the Nation- 
al Association of 
Tax Administra- 
7 tors, meeting in 

a = annual session at 
EDWIN W. SCHWENK, SR. Denver, June 18- 
21. A uniform definition of “intangible 
property” was also suggested. The Sec- 
tion was in agreement that states which 
do not have provision for arbitration 
and compromise of domiciliary disputes 
should enact same. 


These actions traced to papers de- 
livered respectively by Illinois Attorney 
General William G. Clark, and Edwin 
W. Schwenk, Sr., Chief of the Inheri- 
tance and Estate Tax Division of Penn- 
sylvania’s Department of Revenue. Other 
addresses were presented by James M. 
Windham, general counsel to the South 
Carolina Tax Commission, who dealt 
with Multiple Death Taxation, and J. J. 
Ferder, Supervisor of Oregon’s_ In- 
heritance and Gift Tax Division, whose 
subject was Family Annuity Arrange- 
ments. 


Mr. Schwenk was elected chairman of 
the Section for the coming year, suc- 
ceeding Lovick N. Hornsby, Director of 
the Inheritance Tax Division, South 
Carolina Tax Commission. 


INDEX TO MDRT PROCEEDINGS 


The Million Dollar Round Table has 
issued an eight-page index of its an- 
nual meeting proceedings books 1954- 
1960 inclusive. In addition to listing all 
speakers and panelists alphabetically, 
it groups subjects alphabetically under 
these general headings: beneficiaries, 
business insurance, compensation plans, 
dramatized presentations, economic 
trends, employee benefits, estate plan- 
ning, investments and life insurance, 
MDRT members and their characteris- 
tics, personal organization and time con- 
trol, programming, sales ideas and tech- 
niques, settlement options, taxes, trusts 
and wills, and variable annuities. 

The index was compiled by a Qualify- 
ing and Life member of the MDRT, 
James B. Longley, C.L.U., United Life 
and Accident Insurance Co., Lewiston, 
Maine. Mr. Longley retained a librarian 
to catalogue his office records, including 
his MDRT proceedings books, and had 
an extra set of index cards made for the 
Round Table. 

A A A 
THIRD WILL DRAFTING CONTEST 
SPONSORED BY CLEVELAND BANK 


Union Commerce Bank in Cleveland 
last month awarded prizes in its third 
annual Will Drafting Contest for stu- 
dents at Western Reserve University 
School of Law. First prize of $100 was 
won by Gerald A. Messerman, second 
prize of $50 was divided between Harvey 
M. Adelstein and Lawrence R. Schneider. 

Prizes were awarded at a luncheon 
held by the Bank at the Union Club, and 
attended by the ten students presenting 
the best wills, the Faculty of the School 
of Law, and officers and directors of the 
bank. 

The wills were graded by Fred Kidder 
of the Cleveland law firm of Arter Had- 
den Wykoff and Van Duzer. 
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HE SPECIAL COMMITTEE WHICH IS 
poder the revised Uniform Prin- 
cipal and Income Act for the Commis- 
sioners on Uniform State Laws has 
adopted an entirely new policy in re- 
spect to the apportionment of income 
and charges between successive estates. 
The principle which has existed for 
many years and was contained in the 
original act, that income and charges 
accrue on a when earned basis, has been 
abandoned and the new rule would be 
that such items belong to the estate 
which is in existence when the income 
is collected or the charge paid. In other 
words, such items would be on a cash 
rather than on an accrual basis. 

The reasons for this change are given 
as a) it would tend to avoid the necessity 
of having a personal representative 
named to collect accrued income, which 
at times might be the only estate item; 
b) many persons who create trusts these 
days provide that accrued income at the 
death of a life tenant shall belong to 
the next estate and that this 
practice should be recognized in the 
statute; and c) using a cash rather than 
an accrual basis makes for simplicity. In 
its endeavor to achieve these laudable 
ends, however, the committee may well 
have created a different set of complica- 
tions. 

Subdivision (2) of Section 4 of the 
draft provides that there shall be no 
apportionment of income received by a 
trustee after establishment of a trust to 
the time it accrues or is earned so that 
such receipts shall be treated as if they 
had accrued when received. This provi- 
sion will be a great convenience at the 
time a trust is set up since no allocation 
back to the settlor or to the testator’s 
general estate in the case of a specific 
testamentary trust will be required. In- 
come items will belong to the life ten- 
ant in full when received, But this pro- 
vision is followed by subdivision (3), 
dealing with the situation, at the termin- 
ation of a trust, in which is expressed 


*Continued from June issue. 
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Readers of this column will be inter- 
ested to know that Mr. Barclay has just 
been elected Mayor of Lloyd Harbor, Long 
Island, for a two-year term. He will con- 
tinue, however, as a contributor to T&E 


—Ep. Norte. 








current ° 





the novel idea that if the trustee dis- 
tributes income at least as often as 
quarter-annually, not only accrued but 
also collected but undistributed income 
shall be deemed to have accrued or been 
collected after the termination of the 
income interest so that it would go to 
the next estate. However, if the income 
is distributed less often than quarter-an- 
nually, then income undistributed at the 
termination of the income interest (but 
apparently not income accrued at that 
date) is to be accounted for to the per- 
sonal representative of the deceased life 
beneficiary. 

The explanatory comment does not in- 
dicate clearly why this differentiation is 
made. It does not seem logical and fur- 
thermore the entire concept would ap- 
pear to give the trustee the power to 
vary a property right. In the frequent 
case where the instrument is silent as 
to the frequency of remittances, the 
trustee would have unrestricted discre- 
tion to determine whether or not income 
should go to the next estate or to the 
beneficiary’s estate by merely deciding 
whether he would remit income four or 
more times a year or at less frequent 
intervals. This power would apparently 
extend to income already collected but 
not yet distributed which, under the 
terms of subdivision (2), would other- 
wise have belonged to the first life es- 
tale, as well as to income accrued but 
still uncollected. 

In deciding on the frequency of re- 
mittances the trustee is likely to be 
guided by the wishes of the first life 
beneficiary who would thus as a prac- 
tical matter have it in his power, by 
requesting semi-annual remittances, to 
deprive the next estate of an asset that 
might otherwise have belonged to it. 








Furthermore, there would be nothing to 
prevent a trustee from changing remit- 
tance dates according to his whim and 
thus change the interests of successive 
beneficiaries back and forth. Thus this 
provision would seem to create an un- 
certainty in the law of property which 
ought to be avoided. Besides, there is 
nothing in the draft to protect the trus- 
tee from a charge by either the life ten- 
ant or the remainderman that he had 
favored one against the other in his 
original determination or later altera- 
tion of a remittance schedule. 


An exception to the new rule is made 
in connection with what is defined as 
“probate income.” An executor or ad- 
ministrator would be required, as at 
present, to apportion income received by 
the estate on the basis of accruals to 
the date of death of the decedent. The 
reason for this exception is to conform 
the administrative procedure to the re- 
quirements of the estate tax laws. This 
seems most sensible. 


A new subdivision (2) has been added 
to Section 6, relating to bond premiums 
and discounts. It is intended to cover 
the United States Savings Bond situation 
by providing that where a bond bears 
no fixed rate of interest and is stated to 
be payable at a future time in accord- 
ance with a fixed schedule in excess of 
the amount for which the bond was 
issued, the increment in value is income. 
This conforms to statutes and court de- 
cisions in many states. However, the 
draft goes on to provide that such incre- 
ment constitutes income as of each date 
when it occurs and “shall be made avail- 
able as income by transferring from 
principal on each date of scheduled in- 
crement an amount equivalent to the 
increment then occurring.” 

The quoted language would require 
the trustee to make such a transfer al- 
though the entire purpose of holding 
savings bonds may be to permit the 
increment to accrue until maturity. This 
is very often so in the case of trusts for 
minors or other accumulative trusts. For 


TRUSTS AND ESTATES 










sav 
inc 
cor 
inc 
Un 
pre 
we 
nol 
tra 
wo 
len 
cas 


ca 


tin 











income ‘ax purposes the holder of a 


by the prior owner then such practices 


duty to sell? When is a trustee under 


savings »ond has the option whether to are to be deemed to be customary ac- a duty to sell this type of asset, assum- 
include ‘ie annual increment in his in- counting practices. The specific language ing the instrument is silent? If the as- 
come te. return or to report the entire of the draft, however, might well be — set is one which is certain to waste away 
increme::! at the maturity of the bond. reconsidered so as to make it quite entirely during the life expectancy of 


Under ti proposed text a trustee would 
presumaily lose this option. If the text 
were to be altered so as to authorize but 
not require the trustee to make periodic 
transfers of the increment this difficulty 
would be avoided as would such prob- 
lems as how to provide the necessary 
cash out of a frozen principal account. 
Section 6 makes no provision for the 


clear that if the trustee changes the 
method used by the prior owner the 
new method may still be considered a 
customary one. 

The provisions relating to natural re- 
sources found in Section 8, have been 
largely rewritten. The writer, not being 
too familiar with this subject, will re- 
frain from discussing these changes ex- 


the beneficiary, is there any implied or 
inherent duty to sell in order to preserve 
whatever may be possible to salvage for 
the remainderman? It would scarcely 
seem appropriate for this statute to try 
to define when there is a duty to sell 
and so far as the writer is aware there 
is no general rule of law on the subject. 
Some kind of apportionment would cer- 





ed case of securities which are issued at a_ cept to say that the committee’s comment tainly appear to be called for irrespective 
—_ discount and are payable at some future indicates that the new provisions are of any sale. 
onan time but not in accordance with a fixed intended to conform to the rules laid The committee has added to its de- 
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hich increment ought to be recognized to be The new draft does not change the copyrights and royalty rights”) a new 
wlio income. substance of Section 10 of the old act type defined as “payments received on 
~— Section 7 of the new act, relating to (now renumbered Section 9) as to prin- a contract for deferred compensation.” 
ten- principal used in a business, contains cipal subject to depletion other than nat- There is considerable doubt whether this 
m4 a new and essentially desirable thought. ural resources. The general rule is still is a type of asset technically subject to 
- In the old act the corresponding section — stated to be that returns from such prop- depletion. The New York Court of Ap- 
era- provided in some instances for particu- erty shall be considered income unless peals held in Matter of Pennock* that 
lar accounting methods for the deter- the trustee is under a duty to sell the jt is not. In that case the testator was in 
ade mination of profits while as to others it asset in which case and pending the sale the insurance business. Almost all of his 
1 as referred to customary accounting prac- not in excess of 4% of the inventory net estate consisted of claims for com- 
ad- tices of the prior owner of the business. value of the asset shall be considered as_ missions on premiums to be paid at 
sat The new text uses only the term “cus- income. Two questions arise. Is it equit- 
d by tomary accounting practices” and states able or practicable to require that all *14 N.Y. Supp. 2d 131 (1939), reversed 23 N.Y. 
; ag ; : Supp. 2d 811 (1940), modified 285 N.Y. 47, 35 N.E. 
s to that if the trustee continues those used of the return is income if there is no 94 177 (1941). 
The 
» Te- 
This 
ded Australia is expanding, developing, forging 
| “ = ses 8s 8 ahead in every sphere of primary and 
ums secondary industry, in technical and scien- 
over tific achievement. 
ition Australia offers you unlimited opportunity 
ears for capital investment. 
d : NOMINEE SERVICES FOR INVESTORS 
-ord- Sis me? 
al lf you are interested in investing in Aus- 
Ss 


tralia, the E.S.&A. Bank gives practical 
help through its wholly-owned subsidiary 
company —E.S.&A. Nominees (Australia) 
Pty. Ltd. 

This company provides a complete invest- 
ment service on behalf of individuals or 


was 

ome. » AT 

t de- 

the 

=| AUSTRALIA 
date 





Nominee 



























| Services for companies and ensures that all income from 
weil | investments is received and dealt with as 
oil | Investors you expressly desire. 
‘/ ee 
- the 
yuire a for a free copy of our booklet, THE ENGLISH SCOTTISH & AUSTRALIAN BANK LTD. 
r al- ominee Services for Investors to: (Incorporated in England) Established 1852 
aoe The Australian Manager 
ding New Business Department 
the The E.S. & A. Bank Limited, 287 Collins St. 500 offices throughout Australia 
This Melbourne, Victoria, Australia 
sfor } 


i aaa mR REN sce 
Juty 1961 





645 








future times. The residuary estate was 
directed to be held in trust for the lives 
of the widow and children. The Surro- 
gate directed that all of the premiums, 
as collected, should be held as principal. 
Both appellate courts ordered allocation. 
No thought was given to allocating all 
the commissions to income nor did the 
Court of Appeals find any duty to sell 
the claims. If the commissions had been 
awarded entirely to income there would 
be no trust today, the widow having in 
fact survived for over 15 years, the 
maximum time during which the pre- 
miums were collectible. 

It would seem that the committee has 
made a mistake in continuing the pres- 
ent requirement that under circum- 
stances of retention of such assets re- 
ceipts therefrom should belong wholly to 
income. It certainly has erred in in- 
cluding within its rule the type of as- 
sets considered in the Pennock case. 

The drafting committee has fully ac- 
cepted the philosophy that a deprecia- 
tion reserve should be set up in the 
case of any depreciable property. The 
suggested language, found in the new 
Section 11. subdivision (1) (b), is as 
follows: 

“(b) Where a trustee owns or pur- 
chases depreciable property including 
making an improvement to any prop- 
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erty owned by the trustee (such as an 
improvement imposed by special as- 
sessment), the trustee shall reserve 
out of distributable income and add 
to principal or a depreciation reserve 
a reasonable allowance for deprecia- 
tion but there shall be no reserve for 
depreciation set aside out of income 
from an item of principal held by a 
trustee at the time of the effective 
date of this act where the trustee 
was not setting aside a depreciation 
reserve on such property at that 
time.” 


In the discussion of the subject of 
depreciation in this column in_ the 
August 1960 issue it was pointed out on 
the one hand that there is no really 
logical answer to those who favor the 
setting up of such a reserve. On the 
other hand it was shown that there are 
no cases requiring the establishment of 
a depreciation reserve except for one 
lower New York case which was later 
overruled by the Appellate Division. As 
a matter of practice, trustees just do not 
establish such reserves since most testa- 
tors do not think in such terms and 
hence do not prescribe any such pro- 
cedure. Enactment of this rule in the 
uniform act would change the normal 
practice of attorneys in the drafting of 
wills and trusts. It would become im- 
perative for them to call to the attention 
of their clients that if they make no 
provision on the subject a depreciation 
reserve will be required. 

Whatever may be said in favor of a 
depreciation reserve in the case of in- 
come-producing real estate, there can be 
no excuse for such a requirement in the 
case of a residence. It is quite impos- 
sible to imagine any man leaving a life 
interest in his home to his widow and 
at the same time expecting her to suf- 
fer a deduction from her income in 
order to build up a reserve against its 
obsolescence. It is no answer to say that 
no testator ought ever to leave a home 
as part of any trust under his will. There 
are some occasions when it is desirable 





and the burden should not be put upon 
the testator to take this asset out of a 
general rule requiring depreciation re. 
serves. Perhaps the draftsmen could 
make this subdivision applicable only 
to property held for the purpose of 
producing income. But it would seem 
far wiser not to introduce into an act 
having the significance and stature of 
the Uniform Principal and Income Act 
any provision, however desirable jn 
theory, which runs counter to a general 
and long established practice. 

Finally, the best change of all in the 
new draft is the provision that would 
make it applicable to trusts established 
before its enactment as well as to subse- 
quently created trusts. The importance 
of a retroactive application was dis- 
cussed at length in the writer’s February 
1961 column. It is strongly favored by 
Professor Scott. It is gratifying to find 
that the Commissioners are satisfied that 
there is no serious constitutional ques- 
tion involved in such a provision. Actu- 
ally the language is so drafted that in 
any state where doubts as to the validity 
of such a rule may exist the act can be 
made of prospective application only. 
But the fact that the Commissioners are 
placing the stamp of their approval on 
a retrospective application gives cause 
for hope that there will be few if any 
states that will insist on the narrower 
approach. 


AAA 


FRB AMENDs TruUST SEGREGATION RULE 


Section 12 of Regulation F has been 
amended by the Federal Reserve Board 
to permit an alternative to the require- 
ment that the assets of each trust shall 
be kept separate from those of all other 
trusts. Banks now have the choice to 
earmark the securities and investments 
in a manner that adequately identifies 
the account to which they belong, and 
the records shall show a full description 
of the securities so held. 
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PENSION and PROFIT SHARING DIGEST .. . 


HILARY L. SEAL 


Morss & Seal; Lecturer in Statistics, Yale University 


THE COST OF LUMP-SUM-IN-SERVICE DEATH BENEFITS 





N A TYPICAL COMPANY WITH 1,000 
vues there are five or six em- 
ployee deaths in service every year. And 
variations about this average are rela- 
tively small. This means that if such an 
employer decides to incorporate a uni- 
form $5.000 in-service death benefit in 
his pension plan, he will be adding $25,- 
000-$30.000 a year to his “pension” 
costs. 

The same arguments hold good for an 
employer one-tenth the size, namely one 
who has 100 employees. However, be- 
because this employer cannot experience 
five-tenths or six-tenths of a death (i.e., 
one-tenth of the 5 or 6 deaths of the 
larger company) in any given year, it 
is convenient to think in terms of a 
10-year interval during which this 100- 
employee company will experience five 
or six deaths. For a $5,000 in-service 
death benefit this company will have to 
pay $25,000-$30,000 extra, spread over 
a 10-year period. 

Now what about a company with 10 
employees in its pension plan? Although 
we can still argue that this company can 
reckon on having to pay out between 
$25,000 and $30,000 for a uniform 
$5,000 death benefit, this aggregate 
benefit payment will be spread out over 
100 years. In fact, this aggregate will 
represent the benefits paid in the five or 
six years in that 100 in which a single 
death occurred and $5,000 became due. 
If it is felt that a sudden withdrawal of 
$5,000 from the trust-fund would be 
relatively too large in relation to the 
size of the fund — particularly as it 
could be soon followed by another 
$5,000 death benefit —- a case has been 
made for insurance of the risk. 


Individual Term Insurance 


In this example, then, individual term 
insurance is required for the whole 
“group” of 10 lives. In the case of much 
larger companies the trustee may feel 
that the fund is best protected by in- 
suring the lives of a few individuals 
whose death benefits are disproportion- 
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ately large, e.g. the company’s president 
who stands to receive one year’s salary 
on his death in service. Both these ex- 
amples illustrate the need for a short 
term insurance coverage — “short term” 
because the death of an individual with 
large pension “reserves” or liabilities 
(after long years of service) usually re- 
sults in a “gain” to the fund far in ex- 
cess of the in-service death benefit 
amounting to one or two years’ salary. 
Let us, therefore, examine the 
participating) one-year-term 
premium rates generally 
this country. 

With this in mind we will use two 
comparative yardsticks: (a) the pub- 
lished aggregate mortality rates experi- 
enced during 1950-54 by the country’s 
10 largest life insurance companies un- 
der group life policies in non-rated in- 
dustries, and (b) the one-year-term 
premiums of three of the 68 British life 
insurance companies published in the 
Policy (Stone & Cox, London) of Feb- 
ruary 16, 1961. The U. S. premium 
rates were found, by leafing through the 
pages of the Flitcraft Compend 1960 
(New York). Relatively few American 
insurance companies publish their one- 
year-term this summary vol- 
ume* and we have chosen two examples 
which, we believe, are competitively 
low. The premiums were calculated for 
a $10,000 policy (or its British equiva- 
lent at $2.80 to the pound) and divided 


(non 
insurance 
available in 


rates in 





Age 
Company 35 45 55 
Net rates 
10 U.S. “group” 
companies 1.46 4.08 10.31 
Great Britain 
Clerical, Medical 
and General - 267 3.71 7.25 
Yorkshire __.. 3.50 4.00 8.00 
Brittanic 5.71 6.75 10.25 
U.S.A.+ 
Manufacturers ._.. 5.04 7.96 16.32 
Occidental _.. 5.64 8.65 16.92 


*We found five companies only, four of them 


Canadian. 
+The U. S. premiums contains a “loading”’ of 8%- 


by 10 to make them comparable with 
the (“net”) mortality rates per 1,000 
shown in the first line. Thus, for ex- 
ample, there are 4.08 deaths per annum 
among 1,000 “group insured” lives all 
aged 45: if each of these 1,000 were 
covered by a $1,000 policy the “net” 
premium to cover their claims would be 
$4.08 per employee. The Yorkshire 
charges $4.00, but we note that the 
mortality in England and Wales is about 
one-third lower than that of the U.S.A. 
in this age group (see this column of 
July, 1960): the Occidental charges 
$8.65, chiefly because of expense and 
profit loadings. What is interesting 
about the British one-year-term rates 
(for male lives) is that they indicate 
that U.S. mortality still has considerable 
room for improvement at the ages 
shown. They indicate, too, that a wide 
range exists in England between the 
non-par rates of different insurance com- 
panies. 

Can we draw any conclusions about 
the “cost of insurance” from these fig- 
ures? If we are thinking in terms of an 
average of 5 deaths per annum among 
1,000 employees, we are assuming an 
average employee-age of 47 applied to 
the U. S. group-life mortality rates al- 
ready illustrated. The Manufacturers’ 
(renewable) one-year-term rate at this 
age is $9.07 or 81% more than the “net” 
rate for the coverage. For the individ- 
ual who is “sold” a policy and needs 
the coverage this charge may be reason- 
able (competion between the companies 
would reduce it if it were not), but it 
would seem that for the long-term pur- 
poses of a pension plan it must only be 
paid so long as it is really necessary for 
the smooth financial running of the 
system. 

The reason we used $5,000 as the uni- 
form (non vested) in-service death bene- 
fit payable from the trust-fund was that 
this is the sum that is “tax free” to the 
10% to permit automatic renewal for 10 years at the 
appropriate (increasing) premium rate for the age 


attained. This makes them particularly suitable for 
in-service death benefits included in pension plans. 
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Av. ann. Ins. co. 
Ins. Co. prem. retention* 
(1) (2) 

A $109,227 $3,351 
B 68,473 4,960 
C 63,811 7,332 
D 78,875 7,265 
E . 91,038 got 
F 82,580 8,387 





BIDS ON GROUP COVERAGE 


Half year’s 


interest on 


excess of (1) Cost of Col. (4) as % 
over $55,000 coverage of $55,000 
(3) (4) (5) 
$950 $4,301 7.8% 
236 5,196 9.4 
154 7,486 13.6 
418 7,683 14.0 
631 8,548 15.5 
483 8,870 16.1 


*After paying $55,000 in claims and returning a year-end dividend. 





employee in the tax year following his 
death. (Note that death starts a new. 
and final, tax year for an individual). 
Half of any sum in excess of this $5,000 
is then taxed at normal rates up to (but 
not exceeding) a rate of 50‘;. Thus, for 
example. if an employee’s beneficiary 
were paid $25,000 from a pension fund 
on his death in service, $5,000 would be 
received free of tax and one-half of 
$20,000 (namely $10,000) would be 
taxed as ordinary income in the year 
following his death. Assuming this em- 
ployee had no other post mortem income 
the net taxable income of $9,400 (.e., 
after deducting the $600 personal ex- 
emption) would result in a tax of $2.- 
434. The beneficiary’s net benefit would 
thus be $22.566 and this would not ap- 
pear in the individual’s estate for estate 
tax purposes. 


Group Term Insurance 


If, however, the employer had _pro- 
vided this $25,000 in-service death bene- 
fit as part of the company’s group life 
insurance program, the whole $25,000 
would have been tax free to the individ- 
ual on his death, though it would be 
included as part of his estate. This ex- 
plains why most in-service death benefits 
are provided through group insurance. 
Two questions may be asked: (i) Is the 
cost of this type of insurance high 
enough to make it worth while paying 
the first, tax-free $5,000 from the trust 
fund (and only insuring the excess) ?, 
and (ii) Does the tax gain to the em- 
ployee always outweigh the additional 
cost to the employer? While every com- 
pany must decide for itself on the rela- 
tivities of these questions the following 
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case history indicates what is involved. 

An employer in a non-rated industry 
with 4,200 employees decided to pro- 
vide group-life coverage for amounts 
ranging between $1,500 and $25,000, 
Employees subject to the higher bene- 
fits were expected to pay a contribution 
but it is assumed in what follows that 
all these elected to do so. The insur. 
ance companies bidding for this business 
were asked to estimate their average re- 
tention over a ten-year period on the 
assumption that: (a) the claims would 
amount to $55,000 a year, (b) the ages 
and sums insured in each of those 10 
years would be that of the initial year 
for which full details were supplied, and 
(c) all administrative details (e.g.. em- 
ployee booklet, collection of contribu- 
tions, enrollment, etc.) would be under- 
taken by the employer. Actually the 
$55,000 figure was obtained by apply- 
ing the “net” group mortality rates al- 
ready described to each of the employ- 
ees of the group in question. 

Six large life insurance companies 
submitted detailed bids and our sum- 
mary comparison of them is shown in 
the table above. Only column (3) re- 
quires an explanation. The employer 
was expected to pay the annual premium 
of column (1) in monthly installments 
and the death claims may be assumed 
to occur regularly throughout the year. 
If the employer has to pay more than 
the net amount of the claims he can 
argue that he should only have to do 
so at the year end. For by paying in 
installments throughout the year he 
effectively loses one half year’s interest 
(at 314% per annum, say) on the 
excess sums thus paid. This interest loss 
is shown in column (3). 

The percentage figures in column (5) 
are certainly a big improvement over 
the 81% of the individual insurance dis- 
cussed above — but we are not sure that 
an employer with as many as 4,000 em- 
ployees and a very stable mortality rec- 
ord is going to consider an insurance 
cost of between 8% and 16% very at- 
tractive. On the other hand our tax ex- 
ample showed that the tax loss of two or 
three employees covered for $25,000 
would about equal the total cost of cov- 
erage shown in column (4). And while 
the percentage figures of col. (5) would 
be much (?) higher for smaller employ- 
ee groups the actual dollar amounts (col. 
(4)) would be considerably less than 
the tax loss suffered by a single individ- 
ual covered for $25,000. 

The case for group insurance is both 


stronger and weaker than is generally 
thought. 
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Na 1ONAL City OF CLEVE 


H..; PooLep Mortcace Funp 
»R RETIREMENT TRUSTS 


A nes. pooled investment fund to per- 


LAND 


Fixed Income Fund 


mit quaisfied pension and profit-sharing 


rusts to invest in real estate mortgages 


has beet: put in operation by 


City Bans of Cleveland. This fund is the 
frst of iis kind in the area and one of 
the country. 


the few such funds in 


All mortgages are held in 


fund and participating trusts can ac- 
quire or withdraw units on any of the 
monthly valuation dates. The pooled ar- 


rangement reduces the risk of 


The latest figures 
National 


a single 


loss to a million. 


minimum and avoids extra administra- 


tive charges. 


National City Bank has two other 
pooled funds for pension and _profit- 
sharing trusts, established in 1957. One 
is the Equity Fund and the other the 


show that corporate pension funds ag- 
gregating $32 billion at the end of 1960 
held mortgage investments of only 2.6%. 
The amount in mortgages, however, in- 
creased 37% during 1960 and National 
City’s fund, although available to cus- 
tomers only during recent months, has 
aroused such interest that it now holds 


FHA and VA mortgages in excess of $8 


FIRST 


released by the SEC 


vestment 


NATIONAL OF MINNEAPOLIS 


INITIATES POOLED PROFIT SHARING 
TRUST FOR CORRESPONDENT BANKS 


A pooled investment trust for the em- 
ployee retirement plans of correspondent 
banks has been established by First Na- 
tional Bank of Minneapolis. Use of the 
trust will enable correspondent banks to 
set up a profit sharing plan with mini- 
mum cost and effort. Individual partici- 
pating banks can determine their own 
eligibility requirements and contribu- 
tion formula. All contributions will be 
invested in First National’s Collective In- 


Funds for Employee Benefit 


Trusts, which were created in 1957 and 
provide separate funds for fixed income 


and equity investments. 





Comparison of principal provisions of various versions of H.R. 10 (Keogh Self-Retirement Bill) 





Original Mouse bill (H.R. 10, 86th Cong.) 


Finance Committee bill (86th Cong.) 


Present bill (H.R. 10, 87th Cong.) 





RUMP RIIORD Gow cccccncecnssacmenscenenn 


Coverage for employees...-....-.--.---- 


Amount deductible annually by self- 
employed individuals, 


Amount deductible for corporate em- 
ployees who are more than 10-percent 
owners. 


Special deduction for self-employed per- 
sons over age 50. 


Lifetime limitation 
Vesting... 








Exclusion of certain employees...------- 


Coordination with social security....---- 


Capital gains treatment on lump-sum 
distributions. 
Estate and gift tax exclusions 


Limitation on time of payment of bene- 


Face amount certificates 


Custodial account 


Bond purchase plan 





Self-employed persons were permitted 

special deduction for retirement savings 

invested in restricted retirement policies 

or plans. 

DUO ENE iain eccancccnsnmnsncoonesnas 


10 percent of net earnings from self-employ- 
ment or $2,500 whichever was the lesser. 





No provision 





meee weno ww ewn- 


The limitation described above is in- 
creased by Yo for each year the self- 
employed individual was over age 50 on 
Jan. 1, 1959. 


Capital gains treatment denied, but spe- 
cial averaging rules provided. 
| SS eee 


Distributions were not permitted prior to 
age 65 but were required to commence 
by age 70 and must have been com- 
pleted by age 80. 


Investment in face amount certificates 
permitted. 
Be EE inecieusnncabcccesbaeeaccnenn 





—_—. 


Self-employed persons generally were 
treated as employees for pension plan 
purposes. 


Nondiscriminatory pension plans were 
required to be set up under the rules of 
present law. 


10 percent of earned income or $2,500 
whichever was the lesser or an amount 
equal to one-half of the vested contri- 
butions made for true employees. Ap- 
plicable only to more than 10 percent 
owners. 


10 percent of earned income or $2,500, 
whichever was the lesser, or an amount 
equal to vested contributions made for 
other employees, or an amount suffi- 
cient to fund a 20-percent annuity. 

No provision 


Vesting was required in case of all profit 
sharing and stock bonus plans, and in 
case of pension plans if (a) a covered 
person controll d (by more than 50 per- 
cent ownership interest) the trade or 
business, or (b) the deductible contribu- 
tions for more than 10 percent owners 
exceeded the 10-percent $2,500 limita- 
tion. 

Employees with more than 3 years’ serv- 
ice (other than part-time and seasonal 
employees) could not be excluded for 
years of service, but could be excluded 
because of nondiscriminatory classifica- 
tion. Applicable only to plans cover- 
ing self-employed individuals or more 
than 10 percent owner employees of 
corporations. i 

Coordination permitted under rules of 
present law where vested contributions 
for employees were at least twice as 
great as contributions for more than 10 
percent owners. 


Capital gains treatment denied, but spe- 
cial averaging rules provided. 

Exclusions denied in the case of self- 
employed individuals. 

Benefits could not be payable to more 
than 10 percent owners before age 5944 
(except in the case of permanent dis- 
ability or death) but must begin before 
age 704%. 

No provision 





Self-employed persons generally are treated 
-as employees for pension plan purposes. 


Nondiscriminatory pension plans are re- 
quired to be set up under the rules of 
present law with certain modifications to 
cover self-employed individuals if there 
are more than three employees. 

(a) 10 percent of self-employment carnings 
or $2,500, whichever is Jesser in the 
case of self-employed individuals 
with three or fewer employees. Ap- 
plicable only to more than 10 percent 
owners. 

(b) An amount proportional to contribu- 
tions made for true employees, in the 
case of self-employed persons with 
more than three employees. Appli- 
cable only to more than 10 percent 
owners. 


No provision. 


Do. 

(a) In the case of self-employed persons 
with more than 3 employees, com- 
plete vesting is required in all plans. 

(6) In the case of self-employed individ- 
uals with 3 or fewer employees, no 
provision, 


(a) In the case of self-employed individ- 
uals with more than 3 employees, all 
employees with 3 years’ 


service 
(other than seasonal and part-time 
employees) are required to be 
covered. 


(6) In the case of self-employed persons 
with 3 or fewer employees, no provi- 
sion. 

(a) Coordination permitted in case of self- 
employed persons with more than 3 
employees if contributions for such 
self-employed persons do not exceed 
¥% of the total deductible contribu- 
tions, but special rules apply. 

(6) In case of self-employ>d persons with 
3 or fewer employees, no provision. 

Capital gains treatment denied, but spe- 
cial averaging rules provided. 

Exclusions denied in the case of self- 
employed individuals. 

Benefits not payable to more than 10 per- 
cent owners before age 5944 (except in 
the case of permanent disability or death) 
but must begin before age 70%. 


Investment in face amount certificates 
permitted. 

Custodial aceount in lieu of trust is per- 
mitted if investments are solely in regu- 
lated investment company stock. 





Permitted. 





Juty 1961 


From Congressional Record of June 5, 1961. 
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THE FAMILY BUSINESS 
(Continued from page 608) 


One of the most important elements 
of successful administration of special 
business investments is to be sure that 
we are on the best possible terms with 
co-trustees and beneficiaries. This is 
sometimes difficult, but most people are 
reasonable, and a tactful approach and 
sympathetic understanding of their prob- 
lems usually assures their cooperation. 
Many times a family will feel that the 
bank’s first wish is to throw the business 
overboard, which in fact is seldom the 
case. In other instances members of the 
family may feel that the bank wants to 
interfere with the management of the 
business, and it is up to us to show them 
that this is not true except in cases where 
management is failing to achieve proper 
results. 


Appraising Management 


When we are considering the question 
of retention or sale of the family busi- 
ness, appraisal of the management is 
probably the most important single fac- 
tor in our judgment. In order to form 
such an opinion, a practical investiga- 
tion of the business is first necessary. 
Our officers visit the plant and talk to 
the management, and others if appropri- 
ate, and we make a thorough statistical 
analysis of the company and the indus- 
try. We get the best available credit in- 
formation independently through our 
Commercial Division. We feel that it is 
essential for businesses to have annual 
audits by certified public accountants 
and we first ask for a CPA report for 
study. If it is a thorough report with an 
unqualified opinion, we can learn a great 
deal about the business from it. 


Comparing the business with the most 
nearly comparable companies on which 
we can get figures, and having made a 
statistical analysis of sales, operating 
earnings, net earnings before and after 
taxes, dividends over a period of ten 
years if possible, with a comparison also 
of significant balance sheet changes dur- 
ing that time, we are able to form a sta- 
tistical opinion as to the soundness of 
the enterprise and the trends at work. 
In our company, we keep the special 
business investments entirely separate 
from our investment files, and we do our 
own analytical work in the Special Busi- 
ness Investment Department. This is pos- 
sible because we have at most a few hun- 
dred companies to analyze and it is ad- 
vantageous to know that :the secrets of 


these close corporations are locked in- 


our special files, and the information 
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closely restricted to those who need to 
know. 


Compulsory Retention 


Sometimes we decide to retain an in- 
vestment because there is no reasonable 
alternative. In one instance we had re- 
tained an investment in a severely de- 
clining industry because it had been 
able to produce income and dividends, 
and also a job for one of the members 
of the family who would otherwise prob- 
ably not be employed at the same level. 
An analysis showed that the most we 
could expect on sale, if reinvested at 
4%, would produce less than a third of 
the income which the dividends and sal- 
ary produced for the family. Fortunate- 
ly the company had a very low overhead 
and was run by a shrewd manager whose 
salary we tripled after the decedent’s 
death. In spite of the problems of the 
industry the company did well and after 
the death of the widow, at the request 
of the remainder interests, we sold it for 
more than double the value at the time 
of the owner’s death twelve years ago. 


In other cases we are unable to sell a 
minority interest in a business and there- 
fore have to hold on to it. Because we 
have little bargaining power, the sale of 
such minority interests cannot be hur- 
ried but if we wait long enough some- 
thing often turns up, such as the sale of 
the entire enterprise. Therefore we gen- 
erally hold the businesses which cannot 
be readily sold, and in one case we re- 
fused to put up the stock at auction as 
requested by our co-trustee. 

In another case we held less than one- 
third of the stock, the balance of which 
was held personally by our co-trustees 
and their families. They worked out a 
sale of the company without our knowl- 
edge, signed the agreement individually 
and then presented the papers to us for 
final signature. We reviewed the terms, 
decided that it was a poor deal for our 
trusts, and for all the stockholders, and 
we refused to sign. There followed 
threats of law suits not only by our co- 
trustees and beneficiaries, but also by 
the disappointed prospective purchaser, 
who, curiously enough, thought the fam: 
ily had changed its mind, and was influ- 
encing us not to sign! We held fast, and 
in the end everything quieted down. The 
family are now pleased still to have the 
business, and we can look back on the 
incident with satisfaction that we stuck 
to our guns. 


When Sale is Indicated 


In some cases, sooner or later, we 
reach a decision that the company 
should be sold. This may be because of 





investment reasons, or it may be related 
to trust circumstances. Investment rea. 
sons which would cause us to sell would 
of course be a poor earnings record, in. 
ability to pay dividends commensurate 
with the size of the investment, poor 
management, or apparent lack of growth 
potential in the business. We also take 
into consideration the probability of 
having other members of the family step 
into the picture in due course, for we do 
not wish to sell a family business when 
there are able young people who can 
take it over as soon as they have suff- 
cient training. Assuming that we have 
power to act and that we might be able 
to find a buyer, we will then proceed to 
find one. 

Certain trust account factors might 
influence our judgment. First we look 
again at the terms of the will or deed, to 
make sure that we not only have power 
of sale, but that we are not violating the 
wish of the settlor in selling something 
which he wished held in the family ex- 
cept under the most extraordinary cir- 
cumstances. We also consider the prob- 
able length of the trust after reviewing 
its provisions and the ages of the var- 
ious beneficiaries. We review the family 
situation to see if there are younger 
members of the family coming along 
who would like to go into the business, 
or who perhaps may already be in it. 
We discuss the matter thoroughly with 
co-trustees and with beneficiaries, be- 
cause although the decision must ulti- 
mately be that of the trustees, good pub- 
lic relations require that we must try our 
best to persuade the beneficiaries that 
our recommended course of action is the 
right one. We review principal and in- 
come requirements of the trust, for there 
are many cases where we had better stay 
with the risks of the business than 
sell at a price so low that the income and 
principal of the trust will be seriously 
impaired. 

We also look at the tax problem. 
Sometimes, for example, it is wise to sell 
a company because it is a good means of 
raising tax requirements in the estate. 
In other cases we sell because there are 
so few other investments in the account 
that the risk of the business seems un- 
warranted. Every trustman reading this 
will appreciate something which we all 
come to know in handling special invest- 
ments, namely, that each situation is 
unique, and that our decision to retain 
or to sell must in the last analysis de- 
pend upon individual judgment in each 
case. 


Procedure on Sale 
Having decided to sell the business, 
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we first [ook over a list of logical pros- 
pects a- buyers. First there are other 
tockho'‘ers of the company, or the 
manage vent. I recall one case where 
hoth sids recognized that management 
yas the ‘ogical buyer, but they delayed 
making any sort of bid until we pro- 


duced gnother prospective buyer who 
walked trough the plant one afternoon 
and looked over the equipment with a 
critical and appraising eye. Such was 
the effect of having a second bidder 
that within 48 hours we had a satisfac- 
tory bid from the management to buy 
our interest. 


In dealing with other stockholders 
and the management, particularly where 
there may be co-trustees, we must al- 
ways keep in mind the dangers of self- 
dealing on the part of our co-fiduciaries. 
We must be sure that our sale can stand 
on its own feet, and perhaps be made 
subject to Court approval. Incidentally, 
in every important sale, we act promptly 
on our own initiative and authority, but 
we like to have the account filed immedi- 
ately afterward so that the Court can 
review it, and we can get approval at 
a time when everyone remembers the 
details of the sale, rather than waiting 
for five or ten or more years when the 
people who participated in the transac- 
tion may have forgotten it, or may be 
unavailable. 


In these sales it is extraordinary to 
me how little we have relied on business 
brokers. We have had many dealings 
with them, but for one reason or another 
the negotiations have generally come 
down to a discussion between the buyer 
and the trust company. As a practical 
matter we have been able to find buyers 
through our own efforts, and normally 
negotiations have been carried on by 
ourselves and counsel for the trust. One 
great advantage of this technique of 
dealing directly with the buyer is that 
the deal can be formulated in accord- 
ance with the needs of the trust. We 
have found it generally desirable to have 
counsel for the trust prepare the agree- 
ments of sale, and then turn them over 
to the buyer’s counsel for comment and 
bargaining, rather than vice versa, for 
once a provision is written down it is 
far more difficult to change it. 


The range in the asking price is per- 
fectly extraordinary, for so much de- 
Pends upon the usefulness of the com- 
pany which we are selling to the buyer 
who wishes to acquire it. We had one 
business with a net worth of two and 
one-half million dollars, which was 
hawked all over Wall Street at that 
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price, with no bid forthcoming. After 
some time the seller came to us for our 
help and we recommended finding a 
buyer who would really benefit from 
acquiring this business. In due course 
one was found who had very low earn- 
ing power in his own company and a 
lot of excess cash, and who sold his 
products to the same industry to which 
our business made its sales. Fortunately 
our business had an extraordinary earn- 
ings record with a very high percentage 
of profit on sales. The result was a sell- 
ing price in excess of four million 


dollars. 


Often, as a selling stockholder, we are 


asked to make warranties to the buyer 
which are impossible for us to approve 
unless they are strictly limited as to time 
and amount. We feel that the most sat- 
isfactory arrangement is to put 5% or 
10% of the sales price in an escrow 
fund for a year or eighteen months to 
cover settlement of tax claims and any 
other contingent liabilities, and to limit 
our warranty to this fund. Then if no 
claims are forthcoming we will get it 
distributed to us at the end of the period. 

In the sale of the family business, one 
of the most distressing problems which 
the trustees sometimes have to face is 
what will become of the management 
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CONDENSED STATEMENT OF CONDITION, JUNE 30, 1961 





Cash on Hand and in Banks 


Loans and Discounts . . 
Bank Premises. . . 
Other Real Estate . 
Other Assets. .. « 


Capital Stock 
Surplus .... «ee 
Undivided Profits .. 


ASSETS 


United States Government Securities . 
State, Municipal and Other Securities 
Stock of the Federal Reserve Bank . 


LIABILITIES 


25,000,000.00 
95,000,000.00 
12,881,640.18 


A 


205,358,187.89 
268,132,075.88 
106,053,241.29 
3,600,000.00 
858,330,027.74 
4,040,635.70 
1.00 
6,702,960.32 


$1,452,217,129.82 








DEPOSITS 


Capital Funds $ 132,881,640.18 





Painesville 





COMMERCIAL -« 





Commercial and Savings . . $1,260,598,010.40 
Estates and Corporate Trust . 40,007,566.03 
Total Deposits 1,300,605,576.43 
Accrued Taxes, Interest,etc. ....++++6-s 14,151,500.59 
oe ae ee ae ae a a ee ee 4,578,412.62 
$ 1,452,217,129.82 


Assets are shown NET after deducting Valuation Reserves. 





United States Government Securities carried at $123,320,339.30 are pledged tosecure U. S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 


welcomes individuals and corporations 
seeking new or additional banking services. 
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Northern Ohio: 
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f Ohio’s Largest Bank \ 


Bedford « Solon 
Lorain and 
SAVINGS «+¢ TRUSTS / 


Largest branch banking system between New York and California 
707,545 DEPOSITORS 


Member: Federal Deposit Insurance Corporation 
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and employees of the business. In the 
case of a liquidation there is little that 
can be done other than trying our best 
to find employment for them elsewhere. 
When we sell the business as a going 
concern, however, we can usually work 
out some kind of management contract 
which will give them a chance with the 
new company. Of course the real test 
of whether they can keep their jobs or 
improve them will depend upon the con- 
ditions in the company and the industry, 
and happily in some cases they are 
very much better off than they would 
have been under the old family business 
arrangement. It does seem to us that 
one of the responsibilities of the trustees 
is to do their level best to make a fair 
arrangement for the people who have 
spent years working for the business. 
One basic decision facing the trustees 
is whether to sell for cash, terms, or for 
an exchange of stock. This will depend 
on many factors. The tax situation is 
usually more favorable to the seller 
of a low tax basis investment if he can 
sell through an exchange of stock and 
thus avoid the capital gains tax. How- 
ever he may not achieve his objectives 
of diversification and perhaps the trust 
circumstances may be such that he 
should sell for cash and pay the tax. 





THE FAIRFIELD COUNTY 
TRUST COMPANY 
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Each case will have to be measured on 
its own merits, but a thorough scrutiny 
and preparation of pro forma statements 
based on various assumptions should be 
made before the agreement is finally 
signed. 

If it is sold for cash, the matter of 
terms will undoubtedly come up and in 
most cases we have found it possible as 
well as desirable to let the buyer do his 
financing elsewhere so that the trust will 
get cash rather than a purchase money 
mortgage. Of course there are variations 
of this, and in some instances an install- 
ment basis sale has such real tax advan- 
tages that it should be followed. When 
the sale is for an exchange of stock in 
another company, we feel strongly that 
the company into which the family busi- 
ness is being sold is of the greatest im- 
portance. We have several large trusts at 
our bank now, which are the result of 
small companies’ selling out for an ex- 
change of stock in leading industrial 
enterprises which have prospered with 
the years. 


Worthwhile Function 


The retention of family business in- 
vestments is much more usual than sale, 
in our experience as executor and trus- 
tee. The main concern of a Special Busi- 
ness Investment Department is, there- 
fore, the intelligent, orderly, and tactful 
administration of investments which by 
their nature are likely to represent un- 
usual situations. If there is one general 
rule which we always try to follow, it 
is that each account must receive indi- 
vidual attention and never be consid- 
ered merely as part of a group problem. 

A few businesses in trust require time 
out of all proportion to the amount of 
compensation which the corporate trus- 
tee can expect to receive. We have a 
special form of compensation agreement 
to cover such situations. In most cases 
we are adequately compensated for our 





time and effort either through direct 
commissions, fees for management of 
the business in rare cases, and directors’ 
fees in many cases. Incidentally, officers 
in the Trust Division turn over all their 
directors’ fees to our company. For the 
trust company to receive special com- 
pensation for unusual services to a busi- 
ness investment in a trust, it is necessary 
to keep accurate time records. This is of 
course difficult to do because of inter. 
ruptions and lack of continuity in work. 
ing on any one problem. However, we 
have regular appointment books for our 
officers which can be very useful in re- 
constructing the time spent on any spe- 
cial business investment. 

In conclusion, I believe that banks 
which are equipped to administer invest- 
ments in family businesses can render 
a greatly needed service to their custom- 
ers. Although the work of the depart- 
ment may be time consuming, it can be 
profitable to the bank both directly and 
also in opportunities for increased busi- 
ness in other departments. This is a 
trust service which has been little un- 
derstood by the general public, and the 
variety of its aspects will undoubtedly 
attract new customers as public knowl- 
edge increases. For these reasons, | am 
enthusiastic about the opportunities 
which it offers for future development. 


A A A 


NEW QUARTERS FOR IRVING 


e Irving Trust Co. plans to expand its 
One Wall Street Headquarters Building 
to occupy the entire Broadway block 
from Wall Street to Exchange Place. 
The adjoining Hanover Bank property 
has just been purchased, that institution 
having recently moved several of its 
departments to mid-town headquarters. 
It is contemplated that demolition of the 
Hanover buildings will begin in about 
one year, and the new addition will be 
completed in early 1964. 
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PBA 7 rust School Graduates 18 
Eight en students who had completed 


the thre year cycle were graduated from 
the Pe asylvania Bankers Association 
Trust 1. sining School at the close of its 
June li) 23 session at Bucknell Univer- 
sity. Aliogether the student body this 
vear included 160 bankers of whom 24 
were wo:en and nine were from other 
states. 

The subject this June was trust admin- 
istration and investments. The other ses- 


sions of the three-year cycle are devoted 
respectively to trust operations and trust 
development and taxation. The faculty 
of nineteen active bankers is led by Wil- 
liam Gauer. director of the School, who 
is vice president of Fidelity-Philadelphia 
Trust Co. 

The growth of fiduciary business en- 
trusted to banking institutions in the 
past few years has been phenominal, 
John L. Toomey, vice president and trust 
oficer, York Bank & Trust Co., said in 
his lecture on “Administration of Dece- 
dents’ Estates.” Some of the reasons for 
choosing a corporate executor and trus- 
tee appeared in an examination of deci- 
sions involving estates under the man- 
agement of individual executors and 
trustees which had become entangled in 
litigation. The more important causes 
which brought parties into Court, he 
said, were: 

Unsound investments 
Speculating with trust funds 
Failure to invest promptly 
Failure to keep accurate books 
and records 

5. Death, incapacity or absence of 

the trustee 

6. Attempts by the trustee to make 

money for himself 

7. Misappropriation of trust funds 
8. Delay in the settlement of the 

estate 
9. Inattention to the affairs of the 
estate 

10. Mingling trust funds with per- 
sonal funds 

11. Insolvency of the trustee 

12. Ill will between trustees and 


beneficiaries or between co-trus- 
tees 


ia dt al aa 


“Clearly the appointment of a bank or 
trust company is an insurance against 
unnecessary and costly litigation,” Mr. 
Toomey observed. 

During the past 90 years common 
stocks, on the average, have provided 
54% more income than high-grade 
bonds at time of purchase, Richard B. 
Willis, assistant vice president, Provi- 
dent Tradesmens Bank & Trust Co., Phil- 
adelphia, noted in his lecture on “Theory 
of Trust Investments.” Including capital 
appreciation, common stocks on the av- 
erage have been about three times as 
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Students and faculty at the 1961 Trust Training 


tion. There are 155 students and 25 faculty 
standing on the steps of Davis Gym, on the 





School of the Pennsylvania Bankers Associa- 
and administrative personnel. The class is 
Bucknell University campus, in Lewisburg. 





productive as high-grade bonds based on 
assumed 20-year holding periods. Com- 
mon stocks, however, were available on 
a much more favorable income basis 
than bonds during virtually the entire 
period. Such is not the case today, Mr. 
Willis pointed out. 

Trustees are expected to hitch their 
wagon to stars, not meteors. Selection 
should be based on the idea of long-term 
partnership in a business rather than 
short-term opportunities in the securities 
market. Moreover, in making investment 
changes the possibility of a trust being 
subjected to unnecessary taxes must be 
kept in mind. Also, because of appor- 
tionment laws, such changes may even 
result in the equivalent of rewriting a 
decedent’s will so that a major part of 
the corpus winds up in the hands of the 
life tenant or the tax collector. 

With the sharp rise in the value of 
trust assets held by corporate trustees 
and the rapid changes taking place in 
the national and world economy, it is 
becoming even more incumbent upon 
trustees to take an enlightened and ag- 
gressive attitude toward improved re- 
search, Robert Simpson, Jr., investment 
officer, Fidelity-Philadelphia Trust Co., 
told the student bankers. Technological 
advances and vigorous foreign compe- 
tition at home are among the factors to 
watch, he said. Since there is a definite 
and close relationship between invest- 
ment research and economic research, 
Mr. Simpson discussed the sources of 
economic information and the methods 
of using that information. His topic was 
“Investment Research.” 

While adequate income is the prime 
objective of most trusts, investment polli- 
cies may be varied to allow for accounts 
set up with the objective of capital ap- 


preciation and long-term gains, David 
W. Measuroll, vice president, First Penn- 
sylvania Banking & Trust Co., Philadel- 
phia, stated in his lecture on “Types of 
Investments.” Not only should care be 
exercised as to powers conveyed by in- 
dividual trust instruments, but also the 
trustee should be alert to any restrictions 
in the phraseology of stock certificates 
which might condition his ability to sell 
securities, should he so desire. It is im- 
portant also to avoid violations of the 
so-called “two-year letter” should such a 
letter exist. 

The smaller the trust and investment 
divisions of the bank, the more curtailed 
the investment list should be, with only 
extremely high grade names thereon, 
and the more important it becomes not 
to invest in so-called specialties or spe- 
cial situations. 

More than $30 billion in pension and 
profit-sharing funds has been entrusted 
to private trustees for management and 
this responsibility is borne in large part 
by the banks, W. B. Eagelson, Jr., senior 
investment officer, Girard Trust Corn 
Exchange Bank, Philadelphia, stated in 
his lecture on “Pension and Profit-Shar- 
ing Trusts.” These funds have become 
factors of importance in security markets 
and in the economy and are still grow- 
ing. They have become indelibly im- 
pressed upon our social structure. If the 
Welfare and Pension Plans Disclosure 
Act is not to be a first step toward gov- 
ernment regulations and controls, it be- 
hooves trustees to appraise their per- 
formance not only in terms of invest- 
ment results, but also in the broader per- 
spective of service to the public. 

In formulating investment policy for 
pension trusts the following factors are 
of particular importance: 








(a) Advocates of conservative invest- 
ing point out the fixed nature of the ulti- 
mate pension obligation and the actu- 
arial funding. Experience shows, how- 
ever, that the ultimate pension obliga- 
tion is not at all fixed. In a growing 
company the number of employees will 
increase and a secular rise in wage and 
salary levels is likely. To the extent that 
this occurs the rate of funding at any 
time will prove inadequate to meet pen- 
sion costs. 

(b) There is reason to forecast a con- 
tinuous liberalization of all types of wel- 
fare programs, government and private. 
Inflation would presumably accelerate 
this trend. 

(c) The trustee, therefore, cannot be 
content with a minimum performance. A 
superior investment performance over 
the long term will be fully reflected in 
greater pension benefits and in some 
cases these may, in fact, depend on su- 
perior investment results. 

(d) In the great majority of cases er- 
rors in investment judgment are reflect- 
ed in higher costs to the employer rather 
than in reduced pension benefits. Conse- 
quently the propriety of increasing in- 
vestment risk should be measured against 
the financial strength of the employer. 

The risks involved in common stock 
purchases are reduced by the relatively 





Why Delaware? 


Delaware’s unique tax and 
trust laws facilitate the accu- 
mulation, management and 
conservation of property by 
corporations and non-resident 
individuals. 


They are but one reason why 
Wilmington Trust Company, 
as trustee, handles invest- 
ments for corporations, asso- 
ciations and individuals in 
virtually all states and many 
foreign countries. 

Other reasons, of course, are 
Wilmington Trust experi- 
ence; Wilmington Trust facil- 
ities. They unite in making 
ours one of the largest Trust 
Departments in the Nation. 
These benefits are available 
to you—and your clients. We 
welcome your inquiries. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 
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stable flow of new money which permits 
a price averaging process. Also these ac- 
counts are not subject to lump sum cash 
demands and it is rarely necessary to 
liquidate securities to provide cash. 
These fundamentals offer a more favor- 
able climate for stock investment than 
does the average personal trust. Under 
present conditions, however, it is im- 
portant to keep in mind the penalty im- 
posed by generally low stock yields com- 
pared to those available in the bond 
market. In the presently popular search 
for growth one should not dismiss light- 
ly the estimate that over the long term a 
0.50°o increase in yield will reduce em- 
ployer costs (or permit increased ben- 
efits) by 10% to 15%. 

A A A 


New Faculty Members for 
National Trust School 


Thirteen lecturers and 19 discussion 
leaders have been added to the faculty 
of the National Trust School at North- 
western University, Evanston. 

An innovation this year is an offering 
of “postgraduate” work. Students who 
completed the trust administration 
course last year may return to the School 
for the second half of this year’s session 
to participate in the business develop- 
ment major, and those who last year 
completed the business development 
course may return to take the trust ad- 
ministration major. Dates of the full 
session are August 7-25. 

The new faculty members and panel- 
ists include: From Chicago: Cecil P. 
Bronston, vice president, Continental []- 
linois National Bank and Trust Co.; 
Harold C. Bull, vice president and trust 
officer, Chicago Title and Trust Co.; B. 
D. Chaps, Arthur Andersen & Co.; H. V. 
Condit, vice president, First National 
Bank; Lloyd I. Coveney, Arthur Ander- 
sen & Co.; J. R. Downey, partner, Peat, 
Marwick, Mitchell & Co.; E. S. Enlund, 


vice president and trust officer, Sears 





Bank & Trust Co.; Alexander iulenberg, 
C.P.A.; Jack A. Gallas, trust officer, La. 
Salle National Bank; P. O. Gentry, vice 
president, Harris Trust and Savings 
Bank; Charles F. Harding, III, vice pres. 
ident and trust officer, Lake Shore Na- 
tional Bank; Layman L. Hay, vice presi- 
dent, City National Bank and Trust Co. 

Also: Howard J. Johnson, vice presi- 
dent and trust officer, American National 
Bank and Trust Co.; Daniel F. Kemp, 
assistant vice president, LaSalle National 
Bank; Edwin C. King, vice president, 
American National Bank and Trust Co.; 
Robert C. Lee, vice president, Chicago 
Title and Trust Co.; Joseph M. Long, 
vice president and trust officer, Pullman 
Trust & Savings Bank; A. P. N. MecAr- 
thur, assistant trust officer, City National 
Bank and Trust Co.; Robert G. Mullen, 
second vice president, Continental Illi- 
nois National Bank and Trust Co.; Hen- 
ry J. Scavone, vice president, Chicago 
City Bank & Trust Co.; H. Bloss Vail, 
assistant trust officer, City National Bank 
and Trust Co.; and Marshall A. War- 
shauer, vice president and trust officer, 
National Boulevard Bank. 

Others include: John B. Happ, vice 
president and trust officer, First National 
Bank and Trust Co., Evanston; Graham 
E. Heniken, trust officer. State Bank and 
Trust Co., Evanston; Ernest J. Wrage, 
professor, Northwestern University; 
Donald L. Beving, Mitchell & Beving, 
Des Moines; Russell H. Johnson, execu- 
tive vice president, United States Trust 
Co. of New York; Edward W. Nippert, 
vice president and trust officer, Fifth 
Third Union Trust Co., Cincinnati; Alan 
H. Polasky, professor of law, University 
of Michigan Law School, Ann Arbor; 
Clarence R. Preiss, vice president and 
trust officer, Oak Park (Ill.) Trust and 
Savings Bank; David C. Reed, vice pres- 
ident and trust officer, First National 
Bank in Dallas; and George R. Slater, 
vice president, Citizens National Bank, 


Decatur, Hl. 





®@ Complete, modern facil- 
ities to meet the growing 
need of individuals and 
businesses for experienced 


trust counsel. 
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| TRUST PERSONNEL CHANGES 


(Five stars signify promotion of trustman to senior or executive vice president or president, or election to board of directors) 


CALIFORNIA 
FRES*> 0 & OAKLAND—J. Frank Stegall, assistant trust 
office Fresno, transferred to Oakland main office, UNITED 


CALIFORNIA BANK. 


LOS ANGELES—R. B. Hardaway, Jr., became a trust officer 
at CiriveNs NATIONAL BANK, having recently resigned as 


asst. vice president of VIRGINIA (Richmond) Trust Co. 





ee 


tetchkk 

LOS ANGELES—SEcuritTy First Na- 
TIONAL BANK appointed Edwin H. Cor- 
bin to the bank’s executive committee. 
Corbin joined Security Bank in 1923, 
has had experience in practically every 
phase of banking in addition to his 
present responsibilities as vice presi- 
dent and manager of the trust depart- 
ment. He is chairman of the Committee 
on Legislation and Taxation of the Cali- 
fornia Bankers Association, and of the 
Future Gifts Committee of Claremont Men’s College. 


EDWIN H. CORBIN 





SAN FRANCISCO—Russell J. Clark, former trust officer 
for BANK OF AMERICA, has entered the investment counselling 
field with an office at 105 Montgomery Street. Clark has 
more than 30 years of experience in management of trust 
and estate portfolios, as well as investments for individuals, 
corporations and charitable foundations. Prior to joining 
Bank of America he served as executive officer of MARINE 
NATIONAL EXCHANGE BANK of Milwaukee. He was president 
of the Corporate Fiduciaries Association of Wisconsin and 
the Milwaukee Estate Planning Council. 


SAN FRANCISCO—CrockER-ANGLO NATIONAL BANK ap- 
pointed John J. Griffin trust officer. Griffin attended U. of 
San Francuisco, and continues in the stock transfer division. 


COLORADO 


BOULDER—Charles L. Sayre, formerly executive vice presi- 
dent and trust officer, elected president and remains trust 
officer of NATIONAL STATE BANK. 


CONNECTICUT 


BRIDGEPORT—At City Trust Co. John A. Killoran, Jr. 
elected asst. trust officer. Killoran, graduate of Fordham Col- 
lege and Law School, joined the company in 1960 as a trust 
and estate administrator with the Danbury office. 


GREENFIELD & STAMFORD—NationaL BANK & TRUST 
Co. OF FAIRFIELD CoUNTY advanced John R. Newman to 
asst. trust officer in administrative division of the trust de- 
partment in Geenwich executive office; Malcolm L. Hadden 
from associate trust officer to asst. vice president, investment 
department, Greenwich executive office; and Mrs. Elizabeth 
M. Donlan from asst. trust officer to assistant cashier in the 
investment department at Stamford, which was formerly a 





RUSSELL J. CLARK 
San Francisco 


JOHN J. GRIFFIN 
San Francisco 


ROGER B. BRINKMAN 
Chicago 
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division in the trust department and now is a separate 
department headed by Donald M. Snell, vice president. New- 
man is a graduate of U. of South Carolina with a B.S. 


FLORIDA 


JACKSON VILLE—J. R. Lowder promoted to corporate trust 
officer at BARNETT NATIONAL BANK. 
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MIAMI—Warren H. Ejierman elected 
senior vice president in charge of busi- 
ness development at First NATIONAL 
BANK. Formerly a vice president of 
THE HANOVER BANK in New York City, 
where he has been for the last five 
years vice president in charge of busi- 
ness development of the trust depart- 
ment, Eierman began his' banking 
career at the Baltimore branch of the 
Federal Reserve Bank at Richmond. 
After the war he was a National Bank Examiner in the 
Fifth Federal Reserve District, then was head of the trust 
department of Union National Bank in Clarksburg, West 
Virginia, before joining Hanover in 1952. 

The bank elected William B. Corney asst. trust investment 
officer and Adolph W. Hirsch assistant cashier, both in the 
trust department. 


WARREN H. EIERMAN 





ORLANDO—Linton E. Allen became chairman emeritus 
of First NATIONAL BANK; William J. Capehart, chairman 
and chief executive officer; William H. Dial named president. 


GEORGIA 
SAVANNAH—LisBertTy NATIONAL BANK & TrRusT Co. elected 
Eugene H. Switzer vice president and trust officer. 


ILLINOIS 


CHICAGO—Bruce H. DeSwarte, second vice president in 
the trust department of CONTINENTAL NATIONAL BANK & 
Trust Co., retired after 40 years of service. 


CHICAGO—First NATIONAL BANK named Charles H. Schol- 
field asst. vice president in the trust department. Scholfield 
started with the bank in 1948 as a lawyer in the trust de- 
partment, and most recently has been trust officer specializ- 
ing in internal and customer relations. Peter C. Morton 
advanced to asst. trust officer. 


CHICAGO—At Harris Trust & SAVINGS BANK John W. 
Cooper named assistant secretary in the trust department. 
A graduate of Indiana U., Cooper received his master’s 
degree from Northwestern. 

CHICAGO—Roger B. Brinkman appointed vice president at 
LA SALLE NATIONAL BANK, in charge of trust operations. 


CHICAGO—Bernard C. Hummel, trust officer of SoutH 
CHICAGO SAVINGS BANK, also named vice president; and 
James L. Curry, auditor, elected asst. trust officer. 


INDIANA 


CONNERSVILLE—Angus E. Deaton advanced to executive 
vice president and trust officer of FAYETTE BANK & TRUST 
Co. 

GARY—Gary Trust & SAVINGS BANK elected J. F. Backe 
asst. trust officer. He is a graduate of John Marshall Law 
School of Chicago. 

GOSHEN—Carlyle W. Pickering elected president of SALEM 
BANK & TRUST Co. succeeding the late William H. Nymeyer. 
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since 1955. 


NOBLESVILLE—At AMERICAN NATIONAL BANK Donald B. 
Hayes promoted to trust officer. 


SULLIVAN—O. J. Mooneyham, Jr. elected president and 
trust officer of SULLIVAN STATE BANK filling the position 
created by resignation of Robert A. Morrow, executive vice 
president and trust officer. The latter became president of 
UNION BANK & TRusT Co. of Kokomo. 


IOWA 


CEDAR RAPIDS—Kenneth W. Winston named asst. trust 
officer at MERCHANTS NATIONAL BANK. 


KENTUCKY 


LOUISVILLE—CITIZENS FIDELITY BANK & TRUST CO. pro- 
moted Robert C. Gray, Jr. to asst. trust investment officer ; 
and Lawrence A. Warner to asstant secretary in the trust 
department. 


MAINE 


PORTLAND—Robert D. Gills appointed to the staff of the 
trust department of First NATIONAL BANK where he will 
specialize in management of trust investments. Gills holds an 
A.B. from Lafayette College and comes from the investment 
department of Crum & Forster, New York company special- 
izing in insurance management. 


MARYLAND 


BALTIMORE—Joseph A. Bognanni, Earl H. Lentz, and 
Nancy D. Mitchell elected vice presidents of EQUITABLE 
Trust Co. Bognanni, who received his L.L.B. from U. of 
Baltimore, is trust officer in charge of new business and 
estate planning, and is president of the Baltimore Estate 
Planning Council. Lentz, a U. of Baltimore graduate in 
business administration and law, heads the operations and 
administration division of the trust department. Miss 
Mitchell, a graduate of Bryn Mawr College, joined Equitable 
in 1945 as a trust officer — the first woman to be named 
an officer in any Baltimore bank. She supervises all invest- 
ment work of the trust department. 


MICHIGAN 


DEROIT—Alex P. McVicar appointed asst. trust officer at 
City NATIONAL BANK. A graduate of De La Salle Collegiate, 
Toronto, McVicar has been in the finance field for upwards 
of 25 years. 


MINNESOTA 


ST. PAUL—Richard W. Harman, former trust officer of 
PITTSBURGH (Pa.) NATIONAL BANK, joined AMERICAN Na- 
TIONAL BANK as asst. vice president. 


MISSOURI 


KANSAS CITY—City NATIONAL BANK & TRusT Co. ap- 
pointed Miss Elizabeth Schlecht as manager of the newly 





ROBERT C. GRAY 


Ear. H. LENTZ 
Louisville 


Baltimore 


JOSEPH A. BOGNANNI 
Baltimore 
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Pickering has been executive vice president and trust officer 





NANCY D. MITCHELL 





SAMUEL H. WOOLLEY 
New York 


WALTER BLENK 
New York 


JOHN M. MARTIN 
New York 


created Women’s Department. Miss Schlecht, graduate of 
U. of Missouri and of Kansas City School of Law, previous 
to her association with City National was a teacher, fol- 
lowed by seven years with the JOHNSON COUNTY NATIONAL 
BANK & Trust Co. as asst. trust officer and 14 years with 
Walker Publications, Inc. for which she was treasurer and 
legal counsel. In her new association she will act as advisor 


to women in relation to the various departments within the 
bank. 


NEBRASKA 
LINCOLN—Glenn Yaussi, formerly senior vice president and 
trust officer, NATIONAL BANK OF COMMERCE, elected presi- 


dent; and Byron Dunn elevated to chairman. Yaussi has 
been with the bank 37 years. 


NEW JERSEY 


EAST ORANGE—William A. Kenny retired as trust officer 
of NATIONAL NEWARK & ESSEX BANKING Co. 


NEWARK—At NATIONAL STATE BANK Owen F. Riley ap- 
pointed vice president in the investment department of the 
department of estates and trusts; Frederick B. Mason named 
trust investment officer. Riley (Princeton U. graduate) had 
been an account executive with Standard and Poor’s prior 
to his association with the bank, and before that with Winters 
National Bank & Trust Co. in Dayton, Ohio, in the trust 
investment division. Mason joined the trust department in 
1959 after 8 years with the trust investment group of 
Bankers Trust Co. in New York. A graduate of Drury 
College, Mason holds a master’s degree in banking and 
finance from New York U. 


NEW YORK 


NEW YORK—Samuel H. Woolley appointed executive vice 
president of BANK OF NEW York, where he is in charge of 
the investment division. 


NEW YORK—CuasE MANHATTAN BANK promoted Richard 
G. Keneven, Eugene J. Olson and Theodore G. Kane to asst. 
vice presidents in the trust department; appointed Florence 
A. White, John K. Daly and John W. Kastner as personal 
trust officers and Edward T. Ryan as pension trust officer. 
NEW YORK—Promoted to vice presidents in the trust divi- 


sion of First NATIONAL CITY BANK were Walter Blenk and 
John M. Martin. 


ELIZABETH SCHLECHT 
Kansas City, Mo. 


FREDERICK MASON 


Baltimore Newark 
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CHARLES B. BARLOW 
Philadelphia 


Wo. B. EAGLESON, JR. 
Philadelphia 


GRAINGER S. GREENE 
New York 


NEW YORK—MorGAN Guaranty Trust Co. named Grainger 
S. Greene and Howard B. Edel trust officers, 


RED HOOK—First NATIONAL BANK named Lloyd W. Hape- 
man cashier and trust officer and a director. 





kkkkk 
RCGCHESTER — 
John W. Reming- 
ton elected chair- 
man of LINCOLN 
ROCHESTER TRUST 
Co., having been 
president for sev- 
en years. Wilmot 
R. Craig became 
president, Ray- 
mond N. Ball 
elected advisory committee chairman. Remington, immediate 
past president of American Bankers Association, was part- 
ner in a Rochester law firm and joined the bank as trust 
officer in charge of the trust department in 1930. A graduate 
of Stonier Graduate School of Banking, and presently chair- 
man of the school’s board of regents, he recently was elected 
a trustee of U. of Rochester. Craig, who will be chief ex- 
ecutive officer, joined Lincoln’s trust department in 1936, 
was elected vice president and senior trust officer in 1956 
and, since 1958, has served as the bank’s executive vice 
president. He is chairman of the Committee on Trust Policies 
of the Trust Division, American Bankers Association. 
Thomas J. Sercu retired as trust officer. 





JOHN W. REMINGTON WILMOT R. CRAIG 





NEW YORK—Walter C. Johnston now is trust officer of 
MEADOW Brook NATIONAL BANK in the corporate trust divi- 
sion at 70 Pine Street. He comes from MANUFACTURERS TRUST 
Co. in New York where he was asst. trust officer. 


WHITE PLAINS—Edmond V. LeDonne and Paul Schwein- 
fest advanced to trust officers, CouUNTyY TRUST Co. LeDonne, 
a graduate of Iona College, attended New York U. Graduate 
School of Business and joined the trust company in 1954. 
Schweinfest attended New York U. and joined County Trust 
in 1946. 


OHIO 


CINCINNATI—Roland E. Stieringer, trust officer of SOUTH- 
ERN OHIO NATIONAL BANK, named a vice president. Stierin- 
ger has been with the bank 25 years, attended U. of Cin- 
cinnati and is a graduate of the Graduate School of Banking, 
Rutger U. 


CLEVELAND—Robert C. Bensing, Professor of Law at 
Western Reserve U. Law School, joined the trust depart- 
ment of CENTRAL NATIONAL BANK. Bensing holds both master 
and doctor of laws degrees from Yale Law School and has 
devoted a large portion of his teaching and researching time 
to trusts and wills. He graduated first in his class at U. 
of Louisville Law School and placed first among those who 
took the Kentucky bar examination in 1947. 


DAYTON—A real estate management division has been 
formed within the trust department of THIRD NATIONAL 
BANK & Trust Co. with J. K. Weaver, Jr. as manager. 
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FREDERICK K. HoGG 
Pittsburgh 


JoHN G. MALONEY 
Pittsburgh 


REGINALD C, SHORT 
Richmond 


PENNSYLVANIA 


PHILADELPHIA—At Girarp Trust CorN EXCHANGE BANK 
William B. Eagleson, Jr. advanced to vice president and 
Charles B. Barlow to investment officer. Eagleson has been 
with Girard for ten years and is a member of the trust 
investment committee. Barlow is responsible for investment 
of the pension and profit sharing trusts. Newly appointed 
are John M. Register to asst. trust officer, administration 
division, and John P. Ramsay, Jr. to asst. investment officer 
in investment advisory division. 


PITTSBURGH—Frederick K. Hogg named asst. vice presi- 
dent in the trust investment research department of MELLON 
NATIONAL BANK & Trust Co.; and John G. Maloney trust 
officer in the estate administrative division. Hogg is a grad- 
uate of Rensselaer Polytechnic Institute, Maloney of Duke 
U. and attended U. of Pittsburgh Graduate School. 


PITTSBURGH—PITTsBuRGH NATIONAL BANK elected Mal- 
colm E, Lambing executive vice president; Philip K. Herr 
named chairman, trust committee; and Robert R. Ferguson 
senior vice president. Lambing joined the bank in 19381 fol- 





MALCOLM E. LAMBING 


PHILIP K. HERR ROBERT R. FERGUSON 


lowing graduation from U. of Pittsburgh, became vice 
president in charge of the investment division in 1945 and 
senior vice president in 1959. Herr, with the bank and its 
predecessor since 1924, has been senior vice president and 
director since 1959. In his new capacity he will head the trust 
committee which is responsible for establishing the overall 
policies and operations of the trust division. Ferguson, a 
graduate of Westminster College and Harvard Law School, 
joined the bank in 1943. He will be in charge of operations 
of the trust division. 


SOUTH CAROLINA 


COLUMBIA—Ear]! R. Short promoted to senior trust officer 
of CITIZENS & SOUTHERN NATIONAL BANK OF SOUTH CARO- 


LINA and placed in charge of trust department operations for 
Columbia area. 


VIRGINIA 


RICHMOND—At BANK OF VIRGINIA Reginald C. Short ad- 
vanced to senior trust officer in addition to being vice presi- 
dent in charge of the trust department. He has had 27 
years of trust experience with banks in New York and Penn- 
sylvania before joining the bank in 1956. 


WASHINGTON 


SEATTLE—Dexter Pinkman named asst. trust officer of 
PEOPLES NATIONAL BANK OF WASHINGTON. 
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: EXECUTIVE PLACEMENT ? 


Individuals seeking positions in trust 

departments may have free listing 

(maximum seven lines). Responses 

to listings should be addressed to the 

Code number shown, care of “Trusts 

and Estates,” for forwarding. 

Trust executive, in 40’s, extensive ex- 
perience in trusts, estate administration, 
tax law, estate planning, desires position 
as head of trust department or position 
of challenging responsibility, in East 
U.S., New England, N. Y. or Pa. 16-1 

Trust Officer, 34, B.S., LL.B., eight 
years experience in administering all 
types of accounts, including employee 
benefit trusts, desires increased oppor- 
tunity in West or Southwest. 16-2 

Attorney, eight years experience in 
estate, pension and tax planning, seeks 
position with trust department. Experi- 
enced administrator of pension and profit 
sharing plans. Resume on request. 16-3 


Securities analyst, statistician, special- 








ESTATE PLANNING 
REPRESENTATIVE 


Excellent opportunity for experience in 
estate and gift taxes, wills, and trusts with 
specific intent of developing new business. 
Legal knowledge helpful but not re- 
quired. Salary open. This is for a progres- 
sive trust department in a rapidly grow- 
ing midwestern bank. Complete resume, 
which will be kept confidential, is desired. 


Box H-17-4, Trusts and Estates 
50 East 42nd St., New York 17 














ADMINISTRATOR - NEW BUSINESS MAN 
Wanted 


Large northwest Trust Department has 
opportunity for man with experience in 
trust administration and new _ business. 
Send complete resume with recent photo 
stating salary required. All replies con- 
fidential. 

Box H-17-1, Trusts and Estates 

50 East 42nd St., New York 17 











TRUST BANKERS 


If you are in any trust banking capacity 
(Trust/Estate Administration; Trust In- 
vestments; Corporate Trust; Estate Plan- 
ning, etc.) or are seeking personnel in 
these areas, our service should be of defin- 
ite interest to you. We specialize in plac- 
ing trust banking personnel & invite appli- 
cants & employer-clients to inquire in 
strict confidence. Send resumes, including 
salary & geographical area desired to Mr. 
Howard, to arrange for a mutually conve- 
nient appointment, or call BArclay 7-9000. 


0 Sa terns APPROACH 
TO PROFESSIONAL SERVICE” 


HOWAR ») 


PERSONNEL, INC 
50 CHURCH STREET - LOBBY 
NEW YORK 7, N. Y. 








izing industrials, 15 years experience, 
financial advisory service, currently em- 
ployed, seeks position in trust depart- 
ment. Investment planning, research, 
portfolio management, where experience, 
mature judgement required. Early 50’s. 
Minimum salary $12,000. Prefer New 
York City area, 16-4 


Security analyst, MBA (Honors) 27, 
seeks position on research staff of trust 
department. Proven writing and analyti- 
cal ability to apply to challenging posi- 
tion. 16-5 

Attorney, business administrator, 35, 
five years general law practice; six 
years vice president, director and house 
counsel for large property management 
firm; desires connection with financial 
institution. 16-7 

Investment officer, late thirties. Broad 
experience analysis, account review, ad- 
ministration and counseling. Desires re- 
sponsible position growing department. 
Western states preferred. 17-3 


A A A 


MERGERS, NEW TRUST POWERS, 
NEW BRANCHES 


Warren, Ark.— First NATIONAL BANK 
granted trust powers. 

San Rafael, Cal. — CROCKER-ANGLO 
NATIONAL BANK established the first 
trust department 
in Martin County, 
at 1207 4th Street, 
with recently ap- 
pointed John C. 
Sullivan as trust 
officer in charge. 
Sullivan began his 
career at Crocker- 
Anglo in San Fran- 
cisco in 1936, be- 
coming associated with the trust depart- 
ment in 1949. He is a graduate of U. of 
California’s Bank Management School. 

Daytona Beach, Fla. — Philip H. El- 
liott, Jr. elected trust officer in charge 
of the newly created trust department 
of FLoRIDA BANK & Trust Co. Previ- 
ously he has been a practicing attorney 
with Parkinson and Sessions in Daytona 
Beach. 


Joliet, Ill. — New trust powers have 
been granted to First NATIONAL BANK. 


JOHN C. SULLIVAN 





Salina, Kans. — First Trust Co, 
changed its name to First Stare Banx. 

Oakland, Md. — Trust powers 
to First NATIONAL BANK. 

Gloucester, Mass. — Merger of Grov- 
CESTER SAFE Deposit & TRusT Co. and 
CAPE ANN NATIONAL BANK became ef- 
fective under the name CAPE ANN Bank 
& Trust Co. J. Hollis Griffin was named 
senior trust officer, and Frederick W. 
Frost became trust officer. 

Richfield, Minn. — RICHFIELD State 
BANK, recently given trust powers (T&E 
June p. 574) has changed its name to 
RICHFIELD BANK & TRUST Co. 

Beatrice, Neb. — BEATRICE NATIONAL 
BANK received trust powers. 

Carlsbad, N. Mex. — Trust powers 
given to CARLSBAD NATIONAL BANK. 

Canton, N. Y. — Walter M. Wilms- 
hurst is president and trust officer of the 
newly opened St. LAWRENCE CouUNTY 
NATIONAL BANK. 

Jenkintown & Philadelphia, Pa. — 
Stockholders approved merger of IN- 
DUSTRIAL TRUST Co. of Philadelphia and 
JENKINTOWN BANK & TRUST Co. under 
the title INDUSTRIAL VALLEY BANK & 
Trust Co. and approved the establishing 
of the bank’s headquarters at Jenkin- 
town thus allowing branches in six coun- 
ties rather than the three which would 
be open to branching if headquarters 
were maintained in Philadelphia. 

Pittsburgh & Butler, Pa. — CoMMon- 
WEALTH TRUST Co. of Pittsburgh merged 
with BUTLER SAVINGS & TRUST Co. and 
operates the latter as a branch, under 
the former’s name. 

Morristown, Tenn. — Trust powers 
have been granted to HAMILTON NATION- 
BANK. 

Brownfield, Tex. — First NATIONAL 
BANK, recently granted trust powers, 
named Leonard M. Ellington as vice 
president and trust officer, assisted by 
President John J. Kendrick. 

Stratford, Ont., Canada—New branch 
offices of BRITISH MorTGAGE & Trust Co. 
will be opened in Goderich and Han- 
over with full trust services, with con- 
struction of new buildings to begin later 
this year. A branch was opened in 
Brampton in March, and another will be 
opened this fall in Listowel. 

London, Ont., Canada — CANADA 
TrusT Co. received approval to buy out- 


granted 








WANTED 


Experienced Trust Officer to start a Trust Department in a prominent, 
major Texas Gulf Coast area bank. This is an excellent opportunity for 
the right man as he will have an opportunity to build an ideal Trust 
Department. A man who is qualified in administration and business 
development is needed. Salary commensurate with education and ex- 
perience. We prefer a graduate of an accredited banking school. 


Box H-17-2, Trusts and Estates 
50 East 42nd St., New York 17 
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standi. = stock of the BRITISH CANADIAN 

r Trust Co. Integration of the business 

and p: sonnel of the latter into the for- 

mer wi result in 28 offices from Halifax 
to Var:.ouver. 

Cale ry, Alberta & Montreal, Que., 

Canad: — A branch in Montreal has 


been opened by FARMERS & MERCHANTS 


Trust .TD. of Alberta. Full trust busi- 
ness is -onducted, according to George L. 
Marks, president. 

Toro::to, Ont., Canada — GUARANTY 
Trust (0. is opening branches in Corn- 


wall, Oshawa and Welland to provide a 
full range of trust services. 


A AA 
IN MEMORIAM 


Jacksonville, Fla. — J. RIcHARD 
GRETHER, trust officer of BARNETT NA- 
TIONAL BANK. 

Rockville, Md. — THoMAs C. KELLEY, 
trust officer, counsel and a director of 
MONTGOMERY COUNTY NATIONAL BANK. 

Toledo, Ohio — ARDEN F. LILEs, trust 
officer and assistant vice president of 
TOLEDO TRUST Co. 

High Point, N. C. — RosBert I. REeEp, 
trust officer of NORTH CAROLINA Na- 
TIONAL BANK. 

Houston, Texas — GEORGE M. IRVING, 
vice president and general trust officer 
of BANK OF THE SOUTHWEST, N.A. and 
a past chairman of the trust section, 
Texas Bankers Association and of Cor- 
porate Fiduciaries Association of Hous- 
ton, 

A A A 


FIDUCIARY ASSOCIATIONS 
ELECT 
Corporate Fiduciaries 


Association of 
Arizona: 


President: Ben Storek, trust officer, 
Southern Arizona Bank & Trust Co., 
Tucson 

Vice Pres.: Victor H. David, senior 
trust officer, Tucson Title Insurance Co. 

Sec.-Treas.: Miss Evva Shaw, trust 
officer, Valley National Bank, Phoenix 
Southern California Trust Officers As- 

sociation: 

President: B. S. Brubaker, trust offi- 
e cer, First National Bank of Orange 


Sec.-Treas.: Orville W. McCarroll, vice 
president, California Bank, Los Angeles 


Trust Division, Connecticut Bankers As- 
sociation: 
Vice Pres.: Donald B. Myers, vice 
president and senior trust officer, First 
New Haven National Bank 


Iowa Corporate Fiduciaries Association 

(Council Bluffs) : 

President: Roland H. Tornblom, vice 
chairman of the board and trust officer, 
City National Bank 

Vice Pres.: Arthur J. Petit, trust of- 
ficer, Iowa-Des Moines National Bank, 
Des Moines 

Sec.-Treas.: Edward C. Sweigard, as- 
sistant trust officer, City National Bank 


Corporate Fiduciaries Association of Bos- 
ton: 


President: Stuart G. Hardy, vice 
president, State Street Bank & Trust Co. 

Vice Pres.: John Wallace, vice presi- 
dent and senior trust officer, National 
Shawmut Bank of Boston 

Secretary: Hewitt Morgan, Jr., as- 
sistant trust officer, State Street Bank & 
Trust Co. 

Treasurer: Allister R. MacKay, vice 
president, Old Colony Trust Co. 


Trust Committee, Montana Bankers As- 
sociation: 

Chairman: J. T. Slingsby, assistant 
trust officer, Great Falls National Bank 


Fiduciaries Association of South Central 
New York (Group III): 


Chairman: George S. Fochtel, vice 
president and trust officer, Marine Mid- 
land Trust Company of Southern New 
York, Binghamton 

Sec.-Treas.: Seville S. Reulein, vice 
president and trust officer, First National 
Bank & Trust Co., Ithaca. 


Cincinnati Corporate Fiduciaries Asso- 
ciation: 

President: Charles Sattler, trust offi- 
cer, Central Trust Co. 

Vice Pres.: John E. Goyert, senior 
trust officer, Fifth Third Union Trust 
Co. 

Sec.-Treas.: Roland Stieringer, as- 
sistant vice president and trust officer, 
Southern Ohio National Bank 
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New York State Bankers Association Trust New Business School held at 
New York University, June 5-9. 





P 
“Ted, First National sail 
will tell you everything 
about Arizona.” 














Low land costs — top labor market 
— Attractive taxes — Less absentee- 
ism — Superb climate. This is why 
major plants of leading U. S. Cor- 
porations have located in booming 
Arizona. First National, the state’s 
oldest bank, has accurate, confiden- 
tial information on Arizona for 
your customers. 


Call 271-6310 collect, or write 
Industrial Development Dept. 
Home Office és 
Phoenix, Arizona Fy 
3 
- 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 











For complete 
fiduciary service in 
Minnesota... 
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Birmingham, Ala. — Luke Sewell, 
noted humorist from Anniston, spoke 
at the June meeting. 

Central Arizona (Phoenix) — May- 
nard P. Goudy, attorney, was elected 
president of the Council at the year-end 
meeting on June 5. Other officers are: 
Vice Pres. — Donald A. Brunell, ac- 
countant; Sec. — David G. Davies, trust 
officer, First National Bank of Arizona; 
Treas. — William Butler, life under- 
writer. 

East Bay (Oakland, Cal.) — A re- 
port was given at the June 12 meeting 
on the present status of real estate in- 
vestment trusts. It was entitled “The 
Mutual Funds of the 60’s.” 

Los Angeles, Cal. — “The 17 Funda- 
mental Duties of Trustees” was the 
subject of a talk on June 5 by Charles 
W. Hamilton, senior vice president and 
senior trust officer of the National Bank 
of Commerce of Houston, Tex. Officers 
elected at the meeting are: Pres. — Fred 
W. Pierce, life underwriter; Vice Pres. 
— Arthur S. Carruthers, vice president 
of United California Bank; Sec.-Treas. 
—Richard M. Baker, life underwriter. 

Peninsula (Cal.) — Adrian Kragen, 
vice chancellor and professor of law at 
University of California, spoke on June 
9 about trends in tax legislation cur- 
rently under consideration in Washing- 
ton. New officers elected were: Pres. — 
David Samuels, attorney; Vice Pres. — 
Gordon K. Craig, assistant trust officer, 
Bank of California, N.A., San Fran- 
cisco; Sec. — John Inglis, Jr., invest- 
ment counselor; Treas. — Junius Cary, 
C.P.A. An estate planning case was 
presented by an attorney and critiqued 
by a panel of experts. It was followed 
by round table discussions. 


Denver, Colo. — The annual summer 
party was held on June 13. 
Connecticut — The following officers 


were elected for the coming year: Pres. 
— Wilbur S. Pratt, C.L.U., Hartford; 
Vice Pres. — Felix Montano, vice presi- 
dent, Connecticut Bank & Trust Co, 
Hartford; Sec. — Ernest E. Schreier, 
Jr., trust officer, Connecticut National 
Bank, Waterbury; Treas. — Nathan M. 
Pierpont, Jr., life underwriter, Water- 
bury. 

New Haven, Conn. — “The Chronicle 
of an Everyday Estate Planner” was dis- 
cussed by John G. Nicholson, assistant 
vice president, Hanover Bank, New York 
City, at the June 5 meeting. 

Broward County (Fort* Lauderdale, 


Fla.) — J. Peter Friedrich, trust officer, ° 


First National Bank, was elected presi- 
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dent at the final meeting of the year. 
Other officers are: First Vice Pres. — 
Rea H. Quackenbush, life underwriter; 


Second Vice Pres. — James H. Wilson, 
C.P.A.; Sec. — Roger L. Davis, at- 
torney; Treas. — Sam Tiniler, trust 


officer, Broward National Bank. 


East Coast (West Palm Beach, Fla.) 
— The following officers were elected 
at the June 20 meeting: Pres. — David 
J. Blatt, life underwriter; First Vice 
Pres. — Manley P. Caldwell, attorney; 
Second Vice Pres. — Hugh McLeod, 
Jr., trust officer, First National Bank of 
Delray Beach; Sec.-Treas. — Frederick 
T. De Hon, C.P.A. 


Hawaii (Honolulu) — “What a Trust 
Officer and Certified Public Accountant 
Can Contribute to Estate Planning” was 
the subject of a panel discussion at the 
June 15 meeting. 


Des Moines, lowa — Officers elected 
at the June 5 meeting are: Pres. — 
Fred H. Haskins, life underwriter; 
Vice Pres. — D. J. Goode, attorney; 
Sec.-Treas. — J. Locke Macomber, trust 


officer, Valley Bank & Trust Co. 


Sioux City, lowa — Stanley Corbett, 
attorney, was elected president at the 
annual meeting. Other officers are: Vice 
Pres. — E. W. Egan, C.P.A.; Sec.-Treas. 
— L. C. Jensen, assistant trust officer. 
Security National Bank. 

Baltimore, Md. — Joseph A. Bog- 
nanni, senior trust officer, Equitable 
Trust Co., was elected president at the 
June 6 annual election meeting. Other 
officers are: Vice Pres. — Carl E. Wag- 
ner, Jr., life underwriter; Sec. — W. 
Gibbs McKenney, attorney; Treas. — 
Frederick M. Knieriem, trust officer, 
Union Trust Co. of Maryland. 

Detroit, Mich. — The annual golf 
and dinner party was held for members 
and guests on June 9. 

Spring field, Mo. — The June 23 meet- 
ing was held jointly with the Greene 
County Medical Society. The program 
consisted of a panel presentation on 


planning the estate of a doctor. The’ 


panel submitted its solution and then 
answered questions from the floor. The 
following officers were elected for the 
coming year: Pres. — Horace Hasel- 
tine, attorney; Vice Pres. — Leonard 
Richardson, C.P.A.; Sec. — James Buck- 
ner, life underwriter; Treas. — S. R. 
Gardner, vice president and trust officer, 
Southern Missouri Trust Co. 

St. Louis, Mo. — The following offi- 
cers were elected at the annual meeting 
on June 9: Pres. — Milton Greenfield, 





Jr., attorney; Vice Pres. — 


Stuart FE, 
White, accountant; Treas. — Philip H. 
Reither, life underwriter; Sec, — J. 


Metcalf Bristow, assistant trust officer. 
Mercantile Trust Co. A golf tournament 
and dinner were held in conjunction 
with the final meeting. 


Long Island, N. Y. — Officers elected 
at the annual meeting on June 15 are 
Pres. — Henry M. Myers, attorney; 
Vice Pres. — Harry A. Roberts, under- 
writer; Sec. — Kenneth Rogers, trust 
officer, Long Island Trust Co., Garden 
City; Treas. — Kip Homer, C.P.A.. 
Homer, Kranzler & Co. 

Poughkeepsie, N. Y. — John G, 
Nicholson, assistant vice president of 
Hanover Bank, New York City, spoke 
on June 6 on “The Chronicle of an 
Everyday Estate Planner.” He empha- 
sized the need for cooperation among 
the various members of the estate plan- 
ning team. 


Rochester, N. Y. — Clayton F. Kaul, 
trust officer, Genesee Valley Union Trust 
Co., was elected president at the annual 
meeting on June 21. Other officers are: 
First Vice Pres. — Stanley Dye, C.P.A.; 
Second Vice Pres. — Richard B. Parks, 
life underwriter; Treas. — Donald R. 
Harter, attorney. A dinner and golf 
tournament were also held. 


Cincinnati, Ohio — At the annual 
meeting on June 6, officers elected were: 
Pres. — Robert F. Ives, Jr., life under- 
writer; Vice Pres. — Robert M. Gal- 
braith, attorney; Sec.-Treas. — Ralph 
J. Waldvogel, Jr., assistant trust officer, 
Central Trust. Co. 

Cleveland, Ohio — Harlan Pomeroy, 
Cleveland attorney and former trial law- 
yer for the tax division of the Depart- 
ment of Justice, spoke on June 20 about 
“Corporate Redemptions and the Ac- 
cumulated Earnings Tax.” 

Dayton, Ohio — The annual social 
meeting was held on June 13. 

Richmond, Va. — The following of- 
ficers were elected at a recent meeting 
of the Council: Pres. — Raymond E. 
Williams, C.L.U.; Vice Pres. — Robert 
L. Gordon, Jr., vice president and trust 
officer, First & Merchants National Bank 
of Richmond; Treas. — William W. 
Ray, C.L.U.; Sec. — R. Colston Chris- 
tian, attorney. 

Lakehead (Ontario, Canada) — Ewen 
M. Jellett, manager, Guaranty Trust Co. 
of Canada, Ft. William, was elected 
president at the annual meeting on June 
1. Other officers are: Vice Pres. — L. D. 
Dack, C.A.; Sec.-Treas. — W. T. Arnott, 
C.L.U. R. A. Lachance, C.A., spoke on 
“Current Developments in Income Tax- 
ation.” 
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ON THE PUBLICITY FRONT 


Vewspeper and Magazine Advertising 


“Who will own your business?” asks 
ihe First National Bank of Akron, Ohio. 
Unpredictable changes in future man- 
agement of a business, the ad _ states, 
cause many business associates to plan 
for the sale of each principal interest 
io surviving stockholders at his death. 
Life insurance on each associate, and a 
“survivor purchase” agreement are sug- 
gested as possible solutions. The serv- 
ices of a corporate trustee, the ad says, 
trengthen the arrangement. 


“Suddenly you’re 65” headlines an 
ad for Fayette National Bank & Trust 
Co. of Uniontown, Pa. The ad, depict- 
ing the worried face of a grey-haired 
businessman, asks the customer if when 
he is 65 he will be debt free, have 
sufficient retirement income, adequate 
insurance, sufficient savings for estate 
taxes, and provision for his family in 
case of death. If the answer is not yes 
to each question, the problems should 
he discussed with an attorney and one 
of the trust officers of the bank which, 
the ad points out, has ‘the only trust 
department in the county. 


“Check-Mate” appears under a draw- 
ing of a king surrounded by a knight, 
bishop and pawn, in a recent ad from 
Second National Bank of Richmond, 


Ind. Small moves, or lack of moves, 
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even though seemingly inconsequential 
at the time, can be critical later in the 
game; the same is true with a_ will, 
the ad says. Changes in family or finan- 
Gal situation or in tax laws often re- 
quire immediate counter measures to 
avoid serious difficulties. 

_“Any man who doesn’t believe in life 
iisurance deserves to die once without 
laving any” is the caption of an ad from 
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the First National Bank of Minneapolis. 
It is accompanied by a picture of Will 
Rogers, to whom the quote is attributed. 
The ad points out that most persons are 
familiar with the major advantages of 
life insurance, but there are others that 
are not widely recognized. These include 
its estate-saving benefits, the wise use 
of annuities, protection for closely-held 
business interests, and life insurance in 
trust. The ad offers a free booklet on 
the fuller benefits of life insurance as 
an estate asset. 

“Good riddance to the gold watch re- 
ward,” remarks Harvard Trust Co. of 
Cambridge, Mass., in an ad displaying 
a hand holding a chain dangling a gold 
watch. Not long ago, it relates, most 
long-term employees could be sure up- 
on retirement of only a gold watch, a 
handshake, and financial insecurity for 
the future. Now the watch has been re- 
placed by the employee retirement plan. 
The problem is for the company to de- 
termine what kind of plan is best for its 
particular operation and the best way 
to administer it. The answers are offered 
in a booklet. 

“Can you afford to die without a 
will?” asks the Rhode Island Hospital 
Trust Co. It offers reprinted of a maga- 
zine article entitled “What You Should 
Know About Wills.” 

“Eastern Trust is on the Move... 
Coast to Coast” is the title of a recent 
newspaper ad for Eastern Trust Co. of 
Halifax, N.S. Superimposed on the ad 
is a map of Canada marking the 12 
cities across the Dominion, one of only 
three trust companies with branches 
from coast to coast. 

Heads together, a couple sits dreaming 
in a horse-drawn hansom in Central 
Park. This picture accompanies a re- 
cent ad of Bankers Trust Co., New 
York, entitled “Romance Lives Just Off 
Fifth Avenue.” Qnly trees know how 
many New Yorkers have planned their 
futures to the soft clop of hooves and 
the gentle squeak of carriage wheels, the 
ad says. When it comes to making those 
plans practical, New Yorkers often turn 
to Bankers Trust. The copy, which could 
adequately express the estate planning 
message, is for the personal loan depart- 
ment of the bank. 


Booklets 


Six basic booklets on banking and 
money matters have been published by 
Citizens Fidelity Bank & Trust Co., 
Louisville, for distribution to public 
and parochial school students in Louis- 


ville and Jefferson County. The bank de- 
signed the booklets, with the help of 
school representatives, to be used with 
junior high math, business arithmetic, 
and social studies classes. They are en- 
titled: “What is Money?,” “What is a 
Bank?,” “What is a Check?,” “What is 
Saving?,” “What is a Family Budget?,” 
and “What is a Credit Rating?” Educa- 
tors working on the project have ex- 
pressed unanimous feeling that the book- 
lets will fill a great need in the educa- 
tional system. 

“Impressions II” is a new edition of 
a booklet put out by United States Trust 
Co. of New York four years ago. It con- 
sists of a compilation of the company’s 
ads in recent years and, as the foreword 
says, tries to cover the broad and varied 
nature of the work in managing invest- 
ments and administering estates. 

“How Good Is The Trust Business?”, 
is the title of a booklet issued by Ken- 
nedy Sinclaire, Inc. of Montclair, N. J., 
trust business developers and surveyors. 
The number of individuals of wealth 
and the amount of wealth owned are 
both increasing very rapidly, the book- 
let states. Trust departments are grow- 
ing too, for example, in terms of assets 
and earnings. Trust business is good 
also because it is a real service to the 
bank customer, the text states. A trust 
market study can be most revealing to 
bank management. 

A booklet put out by First National 
Bank of Atlanta reproduces on the cover 
a memo pad bearing the notation “Some 
Reminders — Before You Go Away.” 
The text states that it is just as impor- 
tant to have your attorney check your 
will before your vacation as it is to ar- 
range for travel accommodations. The 
booklet concludes with the reminder 
that the trust department also serves as 
an agent and custodian and provides 
many services for the vacationer under 
the Investment Agency Agreement. 

“Is There Harmony in Your Estate 
Plan” is the title of an article appear- 
ing in the May-June issue of Montreal 
Trust Co.’s “Forethought.” It offers the 
advice that a sound estate plan exists 
only when the many elements of it are 
blended thoughtfully and harmoniously 
together to create a “programme” which 
is worth more than just the sum of its 
parts. Estate planning, in a nutshell, it 
says, is simply a way of making the most 
of what you have, and what you leave, 
and is not just a concern of the wealthy. 


Forums and Seminars 


Kings County Trust Co., RBrooklyn, 
will hold two public conferences dealing 
with family finance problems this fall. 
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A Women’s Finance Forum for both 
married and single women will be held 
October 19 and 26. A Family Finance 
Forum will be held on November 16. 


Some 20 law students from the Uni- 
versity of Arizona attended an all-day 
estate planning seminar at the Trust 
Department, First National Bank of 
Arizona, in Phoenix, where each of them 
presented an estate planning program 
for a hypothetical problem prepared by 
Carl E. Stanford, trust officer at the 
Tucson office. They were accompanied 
by Professor James Lenoir from the 
Law School. 

During the morning the students 
heard general discussion of trust work 
by Robert F. Dewey. vice president and 
senior trust officer, and of investments 
by trust officer William Wambach. Dur- 
ing the afternoon session, they were 
given a three-sided opinion on the best 
solution to the estate planning problem 
from a chartered life underwriter, a 
certified public accountant, and an at- 
torney. Harry Pledger, Richard Sulli- 
van, and Eugene Garrett, respectively. 

A series of five insurance-trust semi- 
nars from April 12 to May 10 were 
conducted at the home office under the 
direction of Mr. Stanford. The seminars 
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During the all-day estate-planning seminar at First National Bank of Arizona in Phoenix. 
students and professionals mingle to exchange ideas and opinions. Shown here are. 
from left, Carl E. Stanford, the trust officer for Tucson area: Robert A. Royal, a Uni- 
versity of Arizona law student; R. F. Dewey, vice president and trust officer; James B. Rolle, 
law student; and Professor James Lenoir, who accompanied the students from Tucson. 





covered the subjects of creating the de- 
sire for insurance, use of insurance for 
liquidity, tax savings methods, insur- 
ance trusts, and business insurance. 
Some 180 life underwriters and other 
insurance company officials attended the 
classes. “As a result of these seminars,” 
Mr. Stanford commented, “the entire 
staff of our trust department and the 
life underwriters are now aware of the 
role each plays on the estate planning 
team.” 


Pictures & Films 


Extra mileage from pictures used in 
advertising has been obtained by Bank- 
ers Trust Co., New York, by placing 
them on exhibit in branches. A recent 
series of ads carried pictures of life in 
New York City. Copies of these were 
mounted on panels for exhibit at the 
48th Street and Madison Avenue branch 
for two weeks in April. A booklet con- 
taining copies of the same pictures and 
comment on each subject was available 
to visitors and customers. At this branch 
prospects and customers interested in 
trust services are provided for by ap- 
pointment, a trust officer coming over 


from the Fifth Avenue Branch a short 
distance away. 


“Selling Tactics. — Inside and Out,” 
a new training film prepared by Convi- 
nental Illinois National Bank & Trust, 
Co., Chicago, is composed of five units 
and accompanied by a guide for the 
discussion leader. The first unit por- 
trays the importance of the teller, not 
only in maintaining good customer re- 
lations, but in promoting new business, 
as well. The second highlights the need 
for all in the bank to know every prod- 
uct or service the bank has to offer 
and how to get information about it 
quickly. The third points up the value 
of account reviews in offering new serv- 
ices or improving those already used. 
These are all selling “inside” the bank. 
The fourth unit deals with selling 
through social activities, and the fifth 
emphasizes being completely ready — 
information, plans, ideas, ingenuity - 
before making any outside calls to soli- 
cit business. The film and guide is not 
for rent or sale, but it may be borrowed 
by arrangement directly with Continen- 
tal Illinois. 
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(W RENT LITERATURE 


By RAYMOND F. GREGORY 
Battle, Fowler, Stokes & Kheel, New York 








Books 


The Ideologies of Taxation 


LOUIS EISENSTEIN. Ronald Press Co., 15 E. 
26th St., New York 10 (263 pp.; $5.00). 


The thesis of this work is embodied 
in the concept that those who feel the 
burden of taxation will attempt to cast 
the burden on to the shoulders of an- 
another, and that our tax laws reflect 
the struggles and the pressures of groups 
and interests competing to relieve them- 
selves of the onus of taxation. This study, 
then, is a summarization and an analysis 
of the philosophies and theories to 
which groups and interests resort in 
order to obtain preferential treatment 
at the hands of the taxing authorities. 
While observing that there are numer- 
ous existent ideologies of taxation, the 
author contends that there are three 
that are primary — the ideology of 
ability, the ideology of barriers and deter- 
rents, and the ideology of equity. 

The ideology of ability holds the view 
that taxes should be apportioned in ac- 
cordance with ability to pay and thus 
the progressive tax is mandatory. The 
second of these ideologies declares that 
the progressive tax is a barrier and 
deterrent to economic growth and sta- 
bility because it lessens the desire to 
work, reduces the incentive to invest, 
and impairs the sources of new capital. 
The ideology of equity maintains that 
those who are similarly situated should 
be similarly taxed. Although the discus- 
sion has been copiously footnoted, the 
author has preserved the text from the 
intricacies of the internal Revenue Code, 
and thus the only prerequisite demanded 
of the reader is that he be a taxpayer. 


Lasser’s Encyclopedia of Tax Proce- 
dures: Second Edition 

Edited by J. K. Lasser Institute, SYDNEY PRE- 

RAU, Director. Prentice-Hall, Inc., Englewood 

Cliffs, N. J. (1210 pp.; $29.50). 

The first edition of this massive work 
was first published ten years ago and 
has passed through six printings in the 
interim. Intended to meet the needs of 
the businessman, investor, lawyer, ac- 
countant, trust officer and insurance man, 
it directs attention to the economic sig- 
nificance of shaping business transac- 
tions with the income tax predominantly 
in mind, and offers an analysis of the 
tax implications of common business 
transactions. Sixty-five tax specialists, 
Selected because of their familiarity with 
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a particular segment of the business 
world, have authored the 57 chapters 
which have been grouped under five main 
headings — investments, business prop- 
erty, business expenses, corporations, and 
individuals, 

Each chapter has been subdivided in- 
to the primary points discussed and the 
point headings have been listed as a 
preface to each chapter for ready refer- 
ence. The entire work has been exten- 
sively indexed, and an adequate bibli- 
agraphy follows each chapter. Of par- 
ticular interest to readers of TRUSTS AND 
ESTATES are a number of papers on tax- 
ation of the individual. Included here 
are chapters entitled: “Compensation 
and Incentives for Executives,” “Com- 
pensation to Stockholder-Employees,” 
“How to Use Pension and Profit Shar- 
ing Plans,” and “Tax Problems Peculiar 
to Professional Persons.” 


The New Look in Banking 


ADRIAN A. PARADIS. David McKay Co., 
Inc., New York 18 (210 pp.; $3.50). 


The author has presented for the lay 
reader a good picture of the various 
kinds of banking and the career oppor- 
tunties in each of them open to women. 
Named banks in typical rural, medium- 
sized city and metropolitan situations are 
described and the interviews with bank- 
ers — both men and women — add im- 
measurably to the value and readability 
of the book. Readers who might be con- 
sidering a trust department career will 
find of particular interest the interviews 
with Miss Jacobs who has been trust 
officer, president and director of the 
National Bank of Commerce, Dallas; 
Mrs. Pauline Edgecomb, a trust officer 
of New England merchants National 
Bank, Boston; and Mr. Adams who con- 
ducted the author through the major 
sections of the personal trust, invest- 
ment research and corporate trust di- 
visions at Bankers Trust Co., New York. 

W.M.B. 


Community Foundations in the 
United States and Canada 1914- 
1961 


WILMER SHIELDS RICH. National Council 
on Community Foundations, Inc., New York 17. 
(92 pp.; $2.50). 

This edition, which updates the first 
edition of 1950, is invaluable for any- 
one directly interested in the establish- 
ment or operation of a Community Foun- 
dation. Two years of group thinking have 
been expertly summarized by Mrs. Rich, 
covering the history and the methods of 
organizing, developing, and operating 
Community Foundations. The function of 
the National Council, incorporated in 
November 1957, is also explained. 

The appendices include an excellent 
bibliography, a sample Plan for a Com- 
munity Foundation, excerpts from the 
Internal Revenue Code, and illustrations 


of “dead hand” funds which have kept 
money allocated to purposes long since 
outmoded — a situation that the Com- 
munity Foundation has overcome. Sever- 
al tables show at a glance the growth 
and work of these Foundations from 
their beginning in 1914. 

The volume is primarily a practical 
guide for Community Foundations to- 
day, whether in the planning stage or 
already in operation. 


W.M.B. 
Legal Status of Employee Benefit 
Rights Under Private Pension 
Plans 


BENJAMIN AARON. Richard D. Irwin, Inc., 
Homewood, Ill. (130 pp.; $5.00). 


The stated purpose of this report is 
to review the legal protection afforded 
employees under private pension plans 
and to make recommendations in certain 
areas where employee rights are ill- 
guarded. Introductory to the main study, 
the author offers a discussion of the two 
major categories of pension plans — 
those established unilaterally by the em- 
ployer, and plans negotiated between 
employer and employee bargaining repre- 
sentatives. The rights of the employees 
under each of the categories are then 
analyzed in light of possible legal con- 
structions of the effect and terms of a 
plan and applicable statutory provisions. 
The author has been careful to alert 
the reader to recent developments in the 
legal status of pension plans and to in- 
dicate the consequences of such changes 
on the plans themselves. Significant judi- 
cial decisions in this field are examined 
and relevant Federal and state statutes 
are summaried. 


ARTICLES 


The Course in Estate Planning at 
Notre Dame 


WILLIAM D. ROLLISON. Notre Dame Lawyer, 
May, 1961 (Notre Dame, Indiana; $1.50). 


Professor Rollinson’s Cases and Ma- 
terials on Estate Planning was reviewed 
in this column in the April, 1960 issue 
and there we stated: “This is one work 
on estate planning that is not primarily 
concerned with taxation. In deference 
to the popular conception of estate plan- 
ning, the title of this two-volume study 
may be a misnomer, for its point of in- 
quiry is the nature, historical develop- 
ment, and operation of the law of trusts, 
wills and future interests.” The profes- 
sor explains in this article the content 
of the estate planning course he con- 
ducts at Notre Dame, and perhaps we 
could apply to his course the comment 
we made in reference to his book. 

The purpose ofthis dissertation is to 
describe the course, which, in brief, is 
an integrated program of study of the 
law of wills, trusts, and future interests. 
The preclusion of taxation from the in- 
tegrated study is not to deny its im- 
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portance in estate planning, but to 
recognize the demands of the law school 
curriculum. However, less the extremest 
of another order be led to misunder- 
standing, Professor Rollison states, and 
this writer concurs, that “to think of 
estate planning only in terms of tax 
planning simply does not coincide with 
practical experience.” 


Insurance Proceeds in Trust 


TROY BEATTY, Jr. Tennessee Law Review, 
Spring, 1961 (1505 W. Cumberland Ave., Knox- 
ville; $1.50). 

The advantages and benefits to be de- 
rived from options available under life 
insurance contracts as compared with 
life insurance trusts have been the sub- 
ject of numerous studies. This article 
assumes the desirability of using the 
trust and examines the type of trust 
that offers the greatest benefits — the 
trust created by the policy owner during 
his lifetime, or the testamentary trust 
with provisions for the administration of 
the life insurance proceeds. The author 
states his preference for the _ testa- 
mentary trust and analyzes it from sever- 
al aspects of the law of Tennessee in- 
cluding creditor’s rights, the inheritance 
law, and the widow’s dissent. 


Allocation of Depletion Among Trusts 
and Beneficiaries 

ARCH B. GILBERT. Taxes, June, 1961 (4025 

W. Peterson Ave., Chicago; $1.00). 

Where it is contemplated that oil and 
gas properties will constitute a signifi- 
cant portion of the corpus of a trust, 
it is essential that the draftsman of the 
trust instrument fully understand the 
importance of the allocation of the de- 
pletion deduction among the trust and 
the beneficiaries. Two recent cases and 
the revocation of a revenue ruling mani- 
fest the unsettled state of the law in this 
area, and it is the purpose of this arti- 
cle to analyze these recent developments 
and to indicate the guidelines through 
this area of uncertainty. The present 
regulations of the Treasury are the sub- 
ject of severe criticism of the author who 
raises the question as to their validity. 


Annual Legal Check-Up in Estate 
Planning and Probate Matters 
JAMES M. CORCORAN, Jr. Illinois Bar Jour- 
nal, May, 1961 (424 S. Second St., Springfield; 
$1.00). 

This article is one in a series explain- 
ing and advocating the use of the “An- 
nual Legal Check-Up Program” of The 
Illinois Bar Association. The program 
ealls for an annual attorney-client con- 
ference in which the attorney, aided by 
a questionnaire soon to be released by 
the Bar Association, discusses the par- 
ticulars of all of the client’s legal af- 
fairs while remaining alert to the prob- 
lem areas that demand attention. Estate 
planning lends itself particularly well 
to this type of approach, and in this 
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New York State Bankers Association Estate Administration School, held at Rens 
Polytechnic Institute, Troy, June 19-23. 
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article, the author presents an outline 
of the points that should be covered in 
this conference to enable the attorney to 
maintain an adeauate and current estate 
plan. 


Future Interests: Express and Im- 
plied Conditions of Survival 


EDWARD C. HALBACH, Jr. California Law 
Review, May, 1961 (Berkeley; $2.00). 


This article is the first of two papers 
that examines what the author believes 
to be the most litigated question in the 
law of future interests: “whether the in- 
terest of a beneficiary whose right of 
possession is postponed is dependent up- 
on his survival until the date of posses- 
sion.” The scope of the first installment 
covers those instances where the words 
of the trust instrument or will imn‘y 
that survival is a condition of vesting. 
Although particular attention has been 
given to California cases, the author 
has sought to find solutions to the prob- 
lems involved that would be accepted 
generally. 


Reforming the Common Law Rule 

Against Perpetuities 

ROBERT L. LYNN. The University of Chicago 

Law Review, Spring, 1961 (5750 Ellis Ave., 

Chicago; $2.25). 

The author is concerned less the re- 
cent wave of statutory reform of the 
common law Rule Against Perpetuities 
will create more problems than it cures. 
After a brief review of the developments 
that have recently occurred in this field, 
he proceeds to show that the need for 
reform is less pressing now than at the 
turn of the century. Rather than seek 
enactment of far-reaching changes in 
the Rule, Professor Lynn suggests that 
the property lawyer attempt to improve 
the Rule by making it more effective in 
certain cases and adopting a simplifi- 
cation of the categories of future inter- 
ests. 


Taxation Affecting Life Insurance 


Prentice-Hall, Inc., Englewood Cliffs, N. J. (168 
pp.; $2.00). 


The subtitle to the 1961 edition of this 








handbook amply describes its contents: 
A simple explanation of the effect of in- 
come, estate and gift taxes on life in- 
surance, life insurance trusts, annuities, 
pension plans, and accident and health 
insurance. Designed as an aid to the 
underwriter, its three main sections — 
covering income, gift, and estate taxes — 
are in question and answer form with 
pertinent citations to the Code, regula- 
tions, and controlling authority. The 
scope of the section on the Federal in- 
come tax, which comprises nearly one- 
half of the book, includes discussion of 
the tax aspects of life insurance pay- 
ments during an insured’s life and at his 
death, the deductibility of premiums, 
and the gain or loss on surrender, sale, 
or exchange of insurance and annuity 
contracts. Part four sets forth a num- 
ber of tax rate and annuity tables, and 
part five offers several finding lists. 


Tax Planning and the Deferred Pay 
Contract 


WILLIAM H. HOFFMAN, Jr. Journal of In- 
surance, June, 1961 (210 E. University Ave., 
Bloomington, IIl.; $1.50). 

The author has limited his considera- 
tion of the deferred compensation con- 
tract to the “deferred pay contract,” and 
more particularly, to the advantages and 
disadvantages of establishing deferred 
pay contracts as a source of tax shelter 
for executive compensation. Following 
a brief discussion of the nature of po- 
tential tax dangers — the constructive 
receipt and economic benefit doctrines — 


“this well documented article offers a 


study of tax planning in drafting and 
the methods of funding deferred pay 
contracts. , 


Herr Opens Way to Exclusion for 
Minor’s Income Interest in a Short- 
Term Trust 
EDWARD N. POLISHER and BENNETT L. 
AARON. Journal of Taxation, July, 1961 (147 
E. 50th St., New York 22; $1.50). 

Although Code section 2503(c) does 
not state that both income and corpus of 

a trust must be distributed to a minor 
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at age 21 in order for the donor to avail 
+ himself of the annual gift tax exclu- 
sion, the regulations do employ this lan- 
guage. Esrlier this year, the Tax Court, 
in Arlec» I. Herr, determined that a 
gift may »e separated into its component 
parts of income and corpus, and held 
that the income interest to be accumu- 
lated during minority and payable to the 
beneficiary upon reaching 21, qualifies 
for the gift tax exclusion even though 
the corpus was not distributable until 
the beneticiary attained age 30. The 
authors analyze the history of the gift 
tax exclusion and indicate the avenues 
of approach in the short-term trust area 
that have been opened by the Court in 
this decision, 


Problems of Fiduciary Accounting 


S. PEARCE BROWNING, Jr. New York Uni- 
versity Law Review, May, 1961 (Washington 
Square South, New York 3; $2.00). 

Although in recent years there has 
been significant development in corporate 
or commercial accounting, there has not 
been a corresponding advance in fiduciary 
accounting. Since few accountants are 
specifically trained in fiduciary account- 
ing, principals of corporate accounting 
are often imposed in the fiduciary field. 
But the basic concepts of the two differ. 
The central problem in fiduciary account- 
ing is the allocation of a particular re- 
ceipt or disbursement to principal or in- 
come. This basic problem, peculiar to fi- 
L duciary accounting, is examined in this 
paper under a number of different facets 
including the Uniform Principal and In- 
come Act, stock dividends and distribu- 
tions, mortgage foreclosures, and taxa- 
tion and accounting rules. The author 


concludes his study with a commentary 
and review of judicial decisions on the 
constitutionality of accounting rules. 


A A A 


Estate to Auction Renowned 
Collection of Paintings 


Bankers Trust Co. of New York has 
announced that the Internationally re- 
nowned Erickson collection of Old Mas- 
ter paintings will be auctioned at the 
Parke-Bernet Galleries, Inc., in New 
York, some time in November. The col- 
lection features Rembrandt’s “Aristotle 
Contemplating the Bust of Homer,” (see 
cut) considered by experts one of the 
greatest paintings in the world and ap- 
praised at about $1,000,000. There are 
two other major works by Rembrandt, 
“Prince Federick Henry, Governor of 
the Netherlands” and “Portrait of St. 
Matthew.” 

Other masterpieces among the twenty- 
two paintings, valued at some $3,000,000 
are “Madonna and Child,’ by Carlo 
Crivelli; the rare “St. Augustine with 
Members of the Fraternity of Perugia” 
by Perugino; and a portrait of the Mar- 
quise de Baglion by Nattier, regarded 
by some critics as the finest French por- 
trait of the XVIII century. 

Alfred W. Erickson, pioneer in modern 
advertising and co-founder of McCann- 
Erickson, Inc., died in 1936. His will pro- 
vided that certain of the paintings be 
held in trust for Mrs. Erikson to enjoy 
during her lifetime and disposed of on 
her death. She died in February of this 
year. Bankers Trust is trustee under 
the will of Alfred Erickson and co-execu- 
tor with attorney Earl A. Darr of the 
will of Anna Erickson. 
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Rembrandt’s “Aristotle Contemplating the Bust of Homer” (see item above). 
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HILAND G. BATCHELLER, chairman of 
the board of Allegheny Ludlum Steel 
Corp., and wartime vice-chairman of the 
War Production Board, bequeathed his 
personal property and household furnish- 
ings to his three daughters, and directed 
that the residue of his estate be in- 
vested in income-bearing stocks, bonds, 
and securities and held in trust for his 
wife during her life. His daughters are 
named as second income beneficiaries 
and their issue are designated to receive 
the remainder of the principal. The trus- 
tees are empowered, in the case of sick- 
ness or accident to any of the life ten- 
ants, or upon the occurrence of any other 
emergency, to distribute as much of the 
principal as is required to meet the 
emergency. 

Mr. Batcheller’s widow is nominated 
executrix and three individuals are ap- 
pointed trustees. In the event one of the 
three persons named fails or ceases to 
perform his duties as trustee, the State 
Bank of Albany is designated successor 
trustee. 


Dr. Lours McDONALD OrkR, noted urol- 
ogist and last year’s president of the 
American Medical Association, left an 
estate estimated at over $350,000. He 


gave his personal property to his wife 
and, if she survives him for at least six 
months, fifty per cent of the value of 
his adjusted gross estate as determined 
for Federal estate tax purposes. The 
residue of the estate is to be held in 
trust for Mrs. Orr who is granted the 
power to donate or appoint any part of 
the principal to his or her relatives 
but not to herself. She also may request 
the trustee to pay to her, in any calen- 
dar year, amounts from corpus not ex- 
ceeding five per cent of the trust assets. 
If Mrs. Orr fails to appoint the re- 
mainder of the trust corpus, it is to be 
divided and held in further trust for 
their two children. The trustee is di- 
rected to pay to the son, over a period 
of years, specified percentages of the 
principal of one of the trusts, the final 
distribution to be made when he attains 
age 40. Similar payments are to be 
made from the other trust to the daugh- 
ter, but approximately one-half of the 
principal is to remain in trust during 
her life and distributed to her de- 
scendants at her death. The trustees are 
empowered to invade the trust corpus to 
enable either of the children “to marry, 
enter into a trade, profession or busi- 
ness, to obtain a medical education, in- 
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cluding compensation for the reduced 
income involved in accepting a residency 
necessary for a specialized medica] prac. 
tice, or for similar purposes.” 

The Security Trust Co. of Miami is 
appointed executor and trustee, and upon 
the death of the testator’s wife, his sis- 
ter-in-law is named co-trustee. 

Other corporate fiduciary appointments: 

CaRL J. KIEFER, vice president of 
Schenley Industries, Inc.: Provident 
Bank, Cincinnati, executor. 

MurrAyY MCCONNEL, member of execu- 
tive committee, American Machine & 
Foundry Co., and former deputy direc- 
tor of Central Intelligence Agency: 
Hartford National Bank & Trust Co., 
co-executor and co-trustee. 

HERBERT T. DyYETT, former president 
and chairman of Rome Cable Corp.: 
Bank of New York, co-executor and co- 
trustee. 

MARIAN JORDAN, the Molly of radio’s 
famed “Fibber McGee and Molly”: 
Security-First National Bank of Los An- 
geles, executor. 

FRANK A. WHITTALL, chairman and 
president, Continental Can Co. of Can- 
ada, Ltd.: Eastern Trust Co., Toronto, 
executor. 

EDWIN DICKINSON, former Dean of 
University of California Law School: 
Wells Fargo Bank American Trust Co., 
San Francisco, co-executor. 

BARRY FITZGERALD, award winning ac- 
tor: Bank of America (Santa Barbara), 
co-executor and co-trustee. 

RALPH H. WATSON, retired vice presi- 
dent of United States Steel Co.: Put- 
nam Trust Co., Greenwich, Conn., execu- 
tor. 

A A A 
ART AUCTIONEER 

Sotheby’s, founded in 1744, is the larg- 
est fine art auctioneer in the world. It is 
income is derived almost entirely from 
the 10 to 15 per cent commission which 
it charges on sales; this is about half 
that of its overseas rivals which may ac- 
count for the increasing flow of business 
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Ld: MOM 
60/61 


1949/50 51/52 53/54 ties: seal 
from New York. The 1960-61 season has 
followed much the same pattern as 1959- 
60 with a peak turnover of nearly £1% 
million in November and if the last three 
months of the season make up 44 per cent 
of the total which has been the average 
in recent years, the £8 million mark will 
be reached. 

From the London Economist of June 3rd 
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COLORADO 
§.B. 135: Amends Sec. 152-14-10 to 
provide new method of distributing es- 
tate wheie surviving spouse exercises 


right of election to take against will, 
and to specify order of abatement for 
payment of elective share as well as 
claims. 

S.B. 137: Revises language of Sec. 
152-5-5 relating to exercise of right of 
dection by surviving spouse, and adds 
provision that executor shall have same 
| powers over administration of property 
as if election had not been made. 

S.B. 218: Amends Sec. 152-2-1 and 4 
to include adopted children as children 
entitled to share in intestate estate, and 
regulate rights of inheritance to and 
from such adopted children. 

S.B. 154: Revises Sec. 152-19-1 gov- 
ening designation of beneficiaries of 
life insurance policies, inter alia vali- 
dating designation under terms of any 
employee benefit plan. 

H.B. 261: Amends Uniform Principal 
and Income Act to add definitions of 
“executor” and “probate income,” and 
provide for treatment of probate in- 
come, 


CONNECTICUT 


} Act 37: Revises Sec. 17-131 relating 
to authority of welfare commissioner to 
take out administration on estate of 
person supported by state. 

Act 64: Amends Sec. 46-12 to permit 
fiduciary to set out spouse’s share in 
leu of necessity of court appointment 
of distributors. 

Act 139: Amends Section 45-268 to 
raise from $2,000 to $10,000 size of 
estate exempt from requirement of an- 
nual accounting if fiduciary is a cor- 
poration under supervision of bank com- 
missioner or is bonded by surety com- 
pany. 


GEORGIA 


Act 177: Amends Code Sec. 92-3105 
by providing that net income of real 
estate investment trusts shall be ex- 
empted from state income taxes to same 
extent that it is exempted under federal 
inome tax provisions. 

Act 185: Amends Code Sec. 113-1518, 
tating to investments made by execu- 
tors, administrators, guardians and trus- 
tees, to provide that corporate fiduciary 
may retain property owned by estate, in- 
tding stock or other securities of its 
Wn issue; makes deposits in insured 
banking institutions legal investments 
for trustees. 

Act 220: Amends Code Chapter 108-6, 
‘lating to creation of beneficial inter- 
‘ts in trust estates by deeds, to define 
Words “deed,” “property,” and “estate” 


_—— 
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as used in said chapter. Act provides 
alternative method of determining period 
of time for which trust estate created 
by deed shall run and allows creation of 
such for purpose of acquiring property. 
Act also provides that affairs of such 
estates may be conducted under busi- 
ness or trade names. Also provided is a 
procedure for recording deeds creating 
such estates and for admission of certi- 
fied copies of such recordings as evi- 
dence. This amendment strengthens 
Georgia “Massachusetts” type of busi- 
ness trust act, previously adopted in 
1899. 

Act 237: Increases amount of monies 
belonging to any trust estate which may 
be invested in common trust funds from 
$150,000 to not more than $300,000. 


Act 268: Provides method whereby 
life tenant of undivided interest in real 
estate may petition for his interest, pro- 
viding also for appointment of guardians 
ad litem to represent minors, unborn re- 
maindermen or reversioners, and method 
of serving notice upon them. 


Act 362: Re-enacts and renumbers 
Code Sec. 92-3401 (a), which relates to 
estate taxes on nonresident decedents, as 
Code Sec. 92-3402. Act provides that 
where non-resident of Georgia dies own- 
ing or controlling property located with- 
in State and where estate is subject to 
federal estate tax, legal representative of 
estate shall file with State Revenue Com- 
missioner duplicate of return to federal 
authorities and pay tax thereon as de- 
termined by Code Sec. 92-3401. 


Act. 513: Provides that witnesses to 
wills may be examined or written inter- 
rogatives submitted by propounder of 
will, or his attorney, which are to be 
answered by witness before any officer 
authorized to administer oaths, and re- 
turned to Ordinary before whom will is 
being presented for probate, in the fol- 
lowing situations: 

1. In proceedings for probate in com- 
mon form. 

2. In proceedings for probate in sol- 
emn form when all heirs at law are sui 
juris, acknowledge service, and consent 
to probate without further delay. 

3. In proceedings to probate in sol- 
emn form when service has been per- 
fected either in person or by publication 
if caveat is not filed within ten days 
thereafter. If there is a caveat testimony 
can be taken as provided by Title 38, 
Chapter 21. This is merely cumulative 
method of taking testimony of witnesses 
and does not repeal any existing laws. 


ILLINOIS 
(References are to Probate Act, Ch. 3, 
Ill. Rev. Stats., 1961.) 
H.B. 97: Adds Section 64b to provide 


that where name of heir, devisee or lega- 
tee is omitted from petition to admit 
will to probate or where such person 
does not receive proper notice, amended 
petition is to be filed including name of 
such person, proper notice is to be given 
and will hearing is to be repeated so 
that such person can be represented; 
order admitting will on amended peti- 
tion will be effective as to omitted or un- 
notified person as of date of entry but 
original order admitting will will re- 
main effective as to all others, including 
creditors. 

H.B. 117: Amends Sec. 12 to enlarge 
class of persons to whom intestate prop- 
erty of an illegitimate will descend so 
as to specifically include maternal grand- 
parents and greatgrandparents and their 
descendants, per stirpes. 

H.B. 127: Amends Secs. 115 and 137 
to make minor changes in information 
required as to nature and extent of 
ward’s estate in petition for appointment 
of conservator or guardian. 

H.B. 141: Amends Secs. 329, 330 and 
331 to clarify law as to when appeal 
from final order of Probate Court must 
be taken to Circuit Court and when 
such appeal must go directly to Appel- 
late or Supreme Court (as in other civil 
cases); also makes it clear that pro- 
visions are mandatory and that nature 
of controversy (not choice of appellant) 
determines identity of appellate court; 
provisions relating to bond on appeal 
to Circuit Court are also amended. 

H.B. 569: Adds Secs. 15b, 15¢ and 15d 
to provide statutory procedure whereby 
interests passing under testamentary in- 
strument may be disclaimed by benefi- 
ciary, in whole or in part, by filing of 
written instrument; in event of dis- 
claimer, property will be distributed as 
though disclaimant had predeceased de- 
cedent (or donee of power of appoint- 
ment). 

H.B. 570: (companion to H.B. 569): 
Provides statutory procedure whereby in- 
terests passing under non-testamentary 
instrument may be disclaimed by bene- 
ficiary, in which event property will be 
distributed as though disclaimant had 
died before effective date of non-testa-. 
mentary instrument. 


IOWA 


H.F. 213: Amends Sec. 682.23, subsec- 
tion 5 (relating to investment of trust 
funds by fiduciaries in real estate mort- 
gage bonds) to permit certain loans to 
be made in amounts not to exceed 75% 
(was 60%) of appraised value of real 
estate and for terms of not longer than 
twenty years (was ten years) 
certain conditions, 

H.F. 268 & H.F. 484 (related bills) : 
Amend Secs. 450.4 and 422.7, respec- 
tively, to eliminate double taxation of 
payments from qualified employees’ re- 
tirement and pension plans; such pay- 
ments are made subject to Iowa income 
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THE TEST 
OF TIME 
72 years of proven fiduci- 
ary experience qualifies 
American Security : 
Washington’s largest and 
best known trust company 
- . . a a wise choice for 
correspondents having 


trust problems in the Na- 
tion’s Capital. 


4 


AMERICAN SECURITY 


AND TRUST COMPANY 
Washington, D.C. 


Member Federal Deposit Insurance Corporation 














WILL PAY CASH 
FOR YOUR GOLD COINS 





we will pay the following prices... 


$20 GOLD. i CdS 36.50 each 
$10 GOLD. i ( iT C$ 18.00 each 
$8 G0itp ..__ $10.00 each 
| eee $65.00 each 
32n8 GOiD $10.00 each 
| | eee $12.50 each 
We are also seeking the following: 
renee $ 650.00 each 
ee $1500.00 each 


PROMPT REMITTANCE GUARANTEED 


no mounted or mutilated coins 
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123 West 57th Street, New York 18, N. Y. 
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One of America’s Oldest and Largest 
Coin Dealers . 
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tax but are exempted from Iowa in- 
heritance tax. 


Several bills up-date certain limita- 
tions acts and legalizing statutes relat- 
ing to trusts and estates in accordance 
with Iowa policy of re-enacting such 
statutes every ten years: 

H.F. 235: Amends Sees. 614.14 
through 614.17, 614.20 and 614.22 re- 
lating to limitations periods on actions 
to recover interests in real estate by a 
cestui que trust, spouse who failed to 
join in conveyance, etc.; the amendment 
changes the dates referred to in such 
sections (making such dates ten years 
later) so that recovery for acts done 
within the additional ten year period 
will be barred unless action is taken 
shortly as specified in the amended sec- 
tions. 

H.F. 236: Amends Sees. 590.1 and 
590.2 to legalize certain defective pub- 
lications of notice as to appointment of 
executors and administrators (where 
publication was made prior to January 
1, 1955) and as to time fixed for the 
hearing of the probate on a will (where 
publication was made prior to January 
1, 1959); these dates were 1945 and 
1949, respectively. 

S.F. 193: Amends Sec. 450.7 to pro- 
vide that unpaid inheritance tax is lien 
until paid except where property was 
includible in estate of a decedent who 
died on or before July 4, 1951 (was 
1941) or where tax is attributable to 
remainder or deferred interest which 
vested finally in possession on or before 
such date. 


KANSAS 


S.B. 115: Provides for recpening of 
estates for purpose of distributing after- 
discovered assets. 


MAINE 


Ch. 198: Authorizes fiduciaries (in- 
cluding custodians) to invest in shares or 
accounts of savings or building and loan 
associations or other corporation oper- 
ating under Secs. 157-A to 157-Z-36. 


MICHIGAN 


Act 52: Amends Sec. 27.3178(382) by 
permitting fiduciaries to designate in 
inventories land contract receivables 
and mortgage receivables by giving 
amount of principal and interest owing 
thereon, thus avoiding requirement of 
appraisal. 

Act 64: Amends Sec. 26.261 which 
provided for barring of dower in lands 
by married women who have reached 
18 years, by adding provision for bar- 
ring of homestead rights by such married 
women. 

Act 101: Implements state supervision 
and enforcement of certain charitable 
trusts and similar relationships; author- 
izes attorney-general to establish and 
maintain register of such trusts. 





NEBRASKA 


L.B. 330: Amends Sec. 33-126.04 to 
provide that county court fee for taking 
dedimus to prove will is increased from 
two to five dollars. 

L.B. 391: Amends Sec. 30-217 to pro. 
vide procedure for admitting will of 
non-resident to probate in Nebraska 
where will has not previously been 
proved and allowed as foreign will, 

L.B. 392: Amends Sec. 30-108 to pro. 
vide time, manner and procedure for 
making election on behalf of surviving 
spouse to take under will or under 
statute of descent and distribution, and 
providing special procedure upon behalf 
of incompetent surviving spouse. 

L.B. 650: Defines real estate invest. 
ment trust and provides for filing and 
publishing notice of articles of agreement 
of trust with Secretary of State and 
County Clerk, in same manner as cor. 
porate articles and filed and published, 
and requires choice of resident agent. 


NEVADA 


Ch. 242: Amends Section 164.010, re- 
lating to jurisdiction of district courts 
regarding trusts, by eliminating con- 
flict in law concerning such jurisdiction. 

Ch. 248: Amends Sec. 115.010 and 
155.020, to eliminate requirement of 
posting notices in probate proceedings 
where notice is required to be given by 
publication. 

Ch. 249: Amends Sec. 136.200, relat- 
ing to court appointment of attorneys to 
represent minors and absent heirs in 
probate proceedings. 

Ch. 285: Amends Sec. 163.090, relat- 
ing to holding of stock by trustee in 
name of nominee, by deleting provision 
that nominee shall endorse certificate 
only under immediate supervision of 
trustee. 


NEw HAMPSHIRE 


Ch. 108: Provides for administration 
of estates of personal property not ex- 
ceeding $1500 by “voluntary administra- 
tor” under jurisdiction of probate court. 


NorTH CAROLINA 


H.B. 61: Reduces from six to four 
number of weeks for which notice to 
creditors of decedent must be published 
under Sec. 28-47. 

H.B. 316: Provides for removal of 
fiduciary who cannot be found upon is- 
suance of clerk’s citation in connection 
with overdue inventory, account or re 
port required by law. 


OHIO 
S.B. 63: Permits creation of accounts 
in banks, building or savings and loat 
associations, credit unions. or saving 
societies, payable on death to named 
beneficiary. 


OKLAHOMA 


H.B. 930: Provides for proof of wil 
during lifetime of testator. 
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OREGON 


Ch. 398: Amends Sec. 722.325 to re- 
jeve fiduciary from all liability upon in- 
ysting in certificates of savings and 
lan associations pursuant to court or- 
der, and to provide for reduction of bond 
toamount deemed reasonable by court. 


PENNSYLVANIA 


Act 207: Adopts new Inheritance and 
Estate Tax Act of 1961, effective as to 
estates of decedents dying on or aftcr 
Jan, 1, 1962 and inter vivos transfers 
of such decedents whenever made. 


SouTH CAROLINA 


Act 149: Amends Section 19-474, re- 
ating to filing of claims, by providing 
that claims not filed within four months 
after first publication of notice to credi- 
tors shall be barred. 

Act 180: Amends Section 15-451, re- 
lating to mode of discharge of ad- 
ministrators, executors and other repre- 
sntations, by eliminating requirement 
fr making beneficiaries parties to ap- 
plication for discharge. 

Act 322: Provides for recordation of 
instruments creating business trusts, for 
suits by and against such trusts, limiis 
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liability to property of such trusts. and 
otherwise deals with such trusts. 


Act 330: Adopts Uniform Gifts to 
Minors Act, replacing and repesli-g 


Model Gift to Minors Act. 


TEXAS 


S.B. 38: Authorizes guardians to in- 
vest in interest-bearing time deposits 
which may be withdrawn within year af- 
ter demand and are insured by FDIC. 

S.B. 141: Redefines corporate trustees 
exempt from bonding requirement under 
Art. 7425b-25L; also amends other Pro- 
bate Code sections on definition of ccr- 
porate fiduciary. 

H.B. 142: Grants foreign trust com- 
panies right to act in all fiduciary capaci- 
ties provided law of state where institu- 
tion is located grants similar rights to 
Texas trust companies. 


WISCONSIN 


Ch. 25: Amends Sec. 323.07 to permit 
testamentary trustee on accounting to 
file certificate of bank examiner or certi- 
fied public accountant covering assets 
held by trustee, in lieu of producing 


same physically for examination by 
court. 
Ch. 49: Adds provision to Uniform 


Principal and Income Act to cover dis- 
position of probate income. 


WYOMING 


Ch. 58: Authorizes fiduciaries to in- 
vest in “insured savings accounts or in- 
sured investment certificates” of sav- 


ings and loan associations insured by 
FS&LIC. 





Lawyer's Modern umes 


Where is the law practice going? 
What are we going to do? 

Well, as you surmise 

Since we can’t advertise 

Pretty soon we'll be through. 


First there are all the accountants; 
They've taken the tax work away; 
And some of the jokers, 

The real estate brokers 

Seem to have horned in to stay. 


Then come all of the new Estate Planners; 
Everyone’s in on the act; 

They come out of college 

Without legal knowledge, 

But that doesn’t alter the fact. 


The life underwriters are busy, 

Their audits include the man’s Will. 
Staff lawyers are hired; 

Since their aid is required, 

The agent and they split the bill. 


If the fact is that we do it better, 

And really have something to give, 

We'd better begin 

To set up a din 

With the slogan of “live and let live.” 
RuTH LEWINSON—1961 


Written for the annual dinner tendered by the 
Committee on Practice and Procedure in the Sur- 
rogate’s Court of the New York County Lawyers 
Association to the Surrogates of the Metropolitan 
counties. (April 19, 1961.) 

[Reprinted from June issue, 


to correct typo- 
graphical errors.] 
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and be assured his affairs will receive immediate, 
individual attention. Our Trust Department 
staff possesses the broad experience and com- 
plete facilities required for the proper manage- 
ment of securities and real estate. Our services 
as executor, co-executor, trustee, and co-trustee 
have been employed by thoughtful lawyers and 
their clients since 1889. 
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ESTATE TAX 


Trust property includible in estate 
where reversionary interest retained. In 
1917 decedent created trust for benefit of 
his wife and daughter. By express terms 
of trust he retained reversionary inter- 
est. Decedent’s wife predeceased him, 
and he died in 1955. Value of reversion- 
ary interest immediately before his death 
was nine per cent of value of trust prop- 
erty. Commissioner included value of 
trust property in decedent’s_ estate. 

HELD: For Commissioner. Value of 
trust property reduced by life estate of 
living beneficiary is includible in dece- 
dent’s estate as transfer taking effect at 
death. A. Goodman v. U. S., D.C. Mass., 
May 5, 1961. 


Valuation of remainder interest. Dece- 
dent’s mother’s will provided for residu- 
ary trusts to be established for purpose 
of erecting public park memorial and 
university dormitory at total cost not 
to exceed specified amount. Decedent pos- 
sessed vested remainder in trusts. At 
time of her death, provisions for chari- 
table beneficiaries under her mother’s 
will had not matured. In determining 
amount of decedent’s estate, executor ex- 
cluded discounted value of charitable be- 
quests. Commissioner included full value 
of remainder interest on ground that 
value of bequests could not be determined 
with sufficient certainty to sustain chari- 
table deduction. Estate paid additional 
tax and sued for refund. District Court 
upheld Commissioner. Estate appealed. 

HELD: District Court reversed. Be- 
quests and uncertainties were not cre- 
ated by decedent, but by prior decedent, 
and, therefore, determination of certain- 
ty of charitable bequest is not in issue. 
Issue is simply one of ascertaining mar- 
ket value of remainder interest at date 
of decedent’s death. Full maximum cost 
which could be expended to construct 
memorial and dormitory should be ex- 
cluded from remainder interest includible 
in estate. D. H. Utley, Exr. v. U. S., 9th 
Cir., May 5, 1961. 


INCOME TAX 


Death benefit exclusion applied against 
corporate payment and not against dis- 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


tribution from profit sharing trust. Tax- 
payer had been secretary, treasurer and 
director of company in which he owned 
stock. After his death corporation paid 
his widow $5,000 in recognition of valu- 
able services he had rendered company. 
In addition, she received $13,623.65 from 
corporation’s qualified profit sharing 
trust. Taxpayer excluded $5,000 from her 
income as gift, and deducted $5,000 as 
death benefit exclusion allowance from 
profit sharing proceeds. Commissioner 
treated $5,000 payment as income. 


HELD: For Commissioner. Although 
Tax Court held $5,000 payment to be 
income, it allowed taxpayer to deduct full 
$5,000 exclusion, provided for by Section 
101(b) (2)(A) of 1954 Code, against 
this amount. None was applied against 
distribution from trust, which was en- 
titled to capital gain treatment. Est. of 
W. R. Olsen et al. v. Comm., T.C. Memo. 
1961-161, May 31, 1961. 


Payments to widow held taxable. Tax- 
payer’s husband held various executive 
positions in corporation of which he 
owned 25% of outstanding stock. After 
his death corporation adopted resolution 
to pay his wife continuation of his salary 
for two years. Commissioner determined 
payments were income to widow. 


HELD: For Commissioner. Tax Court 
found that payments were intended as 
additional compensation for _ services 
rendered by deceased. They did not stem 
from “detached and disinterested gener- 
osity,” nor were they made out of affec- 
tion, respect, admiration, charity, or 
similar motives. Payments were held to 
be taxable to widow. Est. of Irving B. 
Cooper et al. v. Comm., T.C. Memo. 1961- 
154, May 29, 1961. ‘ 


Executor is not self-employed for pur- 
poses of self-employment tax. Plaintiff 
was executrix of her aunt’s estate. Es- 
tate consisted of $4,000 mortgage, $878 
in declared dividends, rights to $624, 
and “blue chip” securities valued at 
$117,782. Decedent left no real prop- 
erty and was engaged in no trade or 
business which had to be carried on or 
disposed of. Plaintiff paid “social security 
tax” on commissions received as execu- 
trix, and applied for old age insurance 











benefits based upon these payments. The 
Secretary of the Department of Health, 
Education and Welfare denied her claim, 
District Court found that executrix had 
been engaged in trade or business for 
self-employment tax purposes. Secretary 
appealed. 

HELD: District Court reversed. Es- 
tate required no extensive management 
activities. There was no trade or busi- 
ness among assets, and there was no 
real property requiring management and 
maintenance. Moreover, executrix was 
non-professional fiduciary, and _ there 
were no substantially difficult tax prob- 
lems involved in administration of es. 
tate. McDowell v. Ribicoff, 3rd Cir., June 
16, 1961. 


Trust held not valid partner. Taxpayer 
operated contract logging business. He 
and his wife each created separate trusts 
for each of their three minor children, 
and appointed themselves trustees. Later 
partnership agreement was entered into 
between taxpayer and his wife, as indi- 
viduals and as trustees for six trusts, to 
continue logging business as partnership. 
Each child received 15% interest in part- 
nership. Management of partnership re- 
mained solely in control of taxpayer and 
his wife. Commissioner disallowed allo- 
cation of partnership net income among 
trusts. 


HELD: For Commissioner. Taxpayer 








had not divested himself of dominion | 


and control of business. No assets were 
ever transferred to trusts by grantors, 
nor had trusts ever received any assign- 
ments of partnership interests. 
never owned any partnership interest 
which she could convey. Trusts main- 
tained no books or records, and had no 
bank accounts. No distributions were 
made to trusts. Withdrawals charged to 
capital accounts of trusts were, in fact, 
for personal benefit of taxpayer and his 
wife. Trusts were not valid partners. 
R. R. Offord v. Comm., T.C. Memo. 1961- 
159, May 31, 1961. 


Income of trust taxable to beneficiaries 
and not to trust as corporation. Decedent 
transferred certain real estate in trust 
to pay income to himself for life and 
thereafter to his four children. Upo 
death of survivor of children, trust was 
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to terminate and trust principal was to 
be distributed to then surviving grand- 
children. (:vantor died in 1907. By in- 
strument of December 20, 1948, eight 
surviving randchildren agreed that on 
termination of original trust, their in- 
terests were to be continued to be held 
in trust, by three trustees, one repre- 
senting each branch of family, until 
death of survivor of eight grandchildren. 
Any grandchild could at any time by 
instrument in writing bring about term- 
ination of trust and distribution of trust 
estate. Trust was to terminate in any 
event upon sale of real estate. Trust re- 
ported its income as corporation under 
Section 7701(a) (3) of 1954 Code. Com- 
missioner taxed beneficiaries on their 
distributable net income from trust. 


HELD: For Commissioner. Although 
trust was entity which had some if not 
all of characteristics of corporation, its 
primary purpose was orderly liquidation 
of trust estate and not carrying on of 
business for profit. Walter et al. v. U.S., 
D.C. Mass., May 25, 1961. 


GIFT TAX 


Gift tax exclusion not allowable if 
trustee has discretion to accumulate in- 
come. Decedent created irrevocable trust 
under which his four minor grandchil- 
dren were income beneficiaries. Trustee 
was given discretion to accumulated in- 
come and pay it to any beneficiary’s 
mother for beneficiary’s exclusive benefit, 
or to apply it directly for such benefici- 
ary’s support, education and comfort. 
Commissioner disallowed annual gift tax 
exclusion on grounds that gifts were of 
future interest. 


HELD: For Commissioner. During 
minority, beneficiaries did not possess 
unrestricted right to immediate use, pos- 
session, or enjoyment of income of trust 
property as matter of right. Such right 
was restricted by discretion of trustee. 
Gifts did not constitute present inter- 
est in property but were future interests, 
against which exclusions cannot be 
claimed. E. R. Albright v. U. S., D.C.S.D. 
Ala., June 8, 1961. 


Annual gift tax exclusion allowed for 
gifts in trust for minors. Donor created 
two trusts for benefit of his two minor 
daughters, and appointed guardian of 
their estates. All income received by 
trustee was promptly transmitted to 
guardian. All control over transferred 
property was relinquished by donor, and 
ho attempt was made to influence or 
control trustee or guardian. Upon each 
beneficiary’s attaining age 21, trust would 
terminate, and all trust assets were to 
be distributed to beneficiary. Commis- 
Sioner determined that all gifts to trust 
for years 1949 to 1958 did not qualify 
for annual gift tax exclusion. 

HELD: For taxpayer. Gifts were 
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gifts of present interests which qualify 
for gift tax exclusion. A. Goodman v. 
U. S., D.C.W.D. Tenn., May 18, 1961. 


Liability of trustee for gift taxes. Don- 
or’s sister was trustee of. trust which 


decedent had created during his lifetime. . 


After his death, gift tax deficiencies 
were asserted in 1951 for 1945 gifts. 
Commissioner held trustee liable as 
transferee of donor’s estate to extent of 
value of assets transferred to trust in 
1945. Tax Court upheld Commissioner. 
Taxpayer appealed. 

HELD: Tax Court reversed and judg- 
ment modified. Trustee’s liability is sat- 
isfiable only out of fund in trust when 
notice of gift tax deficiency was served. 
Fiduciary is liable only if he has notice 
of claim of United States before making 
distribution. Est. of Samuel Want et al. 
v. Comm., T.C. Memo. 1961-182, June 16, 
1961. 


TECHNICAL INFORMATION 
RELEASE 


Income Tax: Internal Revenue Service 
has announced it will not follow Sixth 
Circuit Court of Appeals decision in 
Ducros v. Comm., 272 F. 2d 49, 59-2 
USTC, Par. 9785. In Ducros case, closely 
held corporation acquired insurance on 
life of corporate officer. Corporation was 
owner of policy and paid all premiums. 
Shareholders were beneficiaries. Sixth 
Circuit ruled that under local law there 
was valid life insurance contract, and 
since insurance proceeds were never 
asset of, nor distributed by, corporation, 
proceeds did not constitute taxable divi- 
dend in hands of shareholders. 

Service takes position that proceeds 
represent dividends in those cases where 
corporation uses its earnings to pay pre- 
miums and possesses all incidents of 
ownership including right to name bene- 
ficiary, notwithstanding fact that corpo- 
ration is not entitled to receive proceeds 
and did not in fact receive them. 

Although review of Ducros case has 
not been sought in Supreme Court, Serv- 
ice will not follow case as precedent in 
disposition of similar cases. T.I.R. No. 
321, June 9, 1961. 


REVENUE RULINGS 


Income Tax: Life tenant taxable on 
gain from sale of property. Taxpayer 
was life tenant of certain property de- 
vised to her under her husband’s will. 
Will provided for vesting of title to re- 
maindermen upon taxpayer’s death or 
remarriage, Taxpayer had power to sell 
property, but in such case proceeds were 
required to be reinvested and conserved 
for future distribution to remaindermen. 
Property was sold and proceeds of sale 
were substantially in excess of basis of 
property. Issue presented concerns 
whether life tenant is taxable on gain. 

Service rules that taxpayer is acting 


in fiduciary capacity with respect to 
proceeds. Trust relationship exists as re- 
sult of terms of will. Gain must be re- 
ported on fiduciary income tax return. 
Rey. Rul. 61-102, I.R.B. 1961-22, p. 7. 


A A A 


e The increasing efforts of the invest- 
ment community in Canada towards fi- 
nancial education of investors were re- 
cently evidenced through a contest con- 
ducted by .the Financial Times. The 
periodical gives three awards each year 
for the best educational and informa- 
tion programs conducted by investment 
dealers in Canada. Winners of the three 
cups were: James Richardson .& Sons, 
Winnipeg; A. E. Ames & Co., Toronto; 
and L. G. Beaubien & Co., Ltd., Montreal. 
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AssETs — Administration — Estate 
Cannot be Closed While Tort Claim 
is Pending 


New Mexico—Supreme Court 
Dunn v. Lindsey, 361 P. 2d 328. 


Appellee was tort claimant against 
decedent’s estate, having been injured in 
auto accident in which decedent was 
killed. Appellee filed no creditor’s claim 
in probate court, but filed an action in 
district court asking damages resulting 
from accident, the executor being duly 
served. Soon thereafter the executor 
filed a final accounting and the probate 
court, over appellee’s objection, approved 
the account, ordered distribution of the 
estate and decreed a discharge of the 
executor. On appeal the district court 
voided the probate court’s order and the 
executor appealed to the supreme court. 

HELD: 1. The tort claimant is both 
the “creditor” and a “person interested 
in the estate” within the meaning of the 
statute, thus may file objections to execu- 
tor’s final report and may appeal the 
decision as a “person aggrieved” thereby. 

2. While executor is under duty to 
expeditiously close the estate, this can 
be done only when estate is “fully admin- 
istered” as set forth in statute. Even 
though probate court has no jurisdiction 
to try the tort action, nevertheless the 
estate is not fully administered until 
completion thereof, and the duty to close 
the estate must yield temporarily to the 
right of the tort claimant promptly to 
pursue her remedy against the estate. 


BAR RELATIONS — Preparation of 
Wills by One Not Admtited to Prac- 
tice Law is Unauthorized 


Indiana—Supreme Court 


State of Indiana, on the relation of the Indiana 
State Bar Association (a corporation), Relator v. 
Harry Dale Osborne, Respondent, decided Feb. 


28, 1961. 

This is an original action by the Rela- 
tor pursuant to Rule 3-26 of the Rules of 
the Supreme Court of Indiana, which 
authorizes the Indiana State Bar Asso- 
ciation to bring actions without leave of 
court to restrain or enjoin the unauthor- 
ized practice of law. 

The respondent operates an insurance 
agency in Fort Wayne. He has not been 
admitted to practice law in Indiana. Re- 
spondent had the following advertise- 


ment outside his place of business; “Wills: 


— Mortgages, Secretarial — Notary 
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Public — Bookkeeping — Public Auditor 
Income Taxes.” On December 10, 
1959, he prepared an instrument pur- 
porting to be the “Last Will and Testa- 
ment of Viola F. Moore, Ft. Wayne, In- 
diana,” for which he charged $7.50. The 
purported Will was not witnessed as re- 
quired by Indiana law, but merely notar- 
ized by the respondent. As a result of 
the faulty execution, Mrs. Moore died 
intestate. The Relator asserted that the 
actual writing of wills by Osborne con- 
stituted the practice of law and should 
be enjoined. 

HELD: The actions of the respondent 
in preparing and writing instruments 
purporting to be wills did constitute the 
practice of law. “The interest of the 
general public is better served if per- 
sons not qualified to practice law in 
Indiana are prohibited from doing so.” 
Cause existed for the issuance of a per- 
manent injunction against the respond- 
ent, prohibiting him from writing wills, 
other than his own, unless and until he 
is duly admitted to practice law in this 
state. 


CLaimMs — Testimony in Support of 
Claim Against Estate Barred by 
“Dead-Man” Statute 


Utah—Supreme Court 

Morrison v. Walker Bank & Trust Co., 360 P. 

2d 1015. 

Plaintiff, as co-administrator with his 
sister of their mother’s estate, submitted 
a creditor’s claim to defendant bank, act- 
ing as administrator with the will an- 
nexed of the estate of the sister’s de- 
ceased husband, demanding $44,000 for 
stock, dividends, and interest thereon. 
Plaintiff alleged the stock was pledged by 
the mother as security for a loan of 
$3,500 made to her prior to her death in 
1941 from funds furnished by the daugh- 
ter’s deceased husband under an agree- 
ment whereby the pledgee was to receive 
and apply dividends thereon to the in- 
debtedness until extinguished and there- 
after to return the stock. Dividends and 
interest on the stock exceeded the amount 
of the loan by $28,000, but the stock had 
never been returned. 

Proof of the alleged pledge of stock 
depended upon proposed testimony of 
plaintiff and his sister, the sole surviv- 
ing heirs of their mother. The lower 
court ruled that they were barred from 
testifying as witnesses because of Utah’s 
so-called “dead man” statute. The plain- 





tiff then made a proffer of proof to the 
effect that at the time of the pledge 
plaintiff acted as the agent of his mother. 
and plaintiff’s sister acted as agent of 
her deceased husband, and argued that 
they were competent to testify as to 
their conversations with the deceased 
husband because the statute does not bar 
agents from testifying. 

HELD: Affirmed. Where an agent js 
also a party or a person having a direct 
adverse interest in the estate of the de. 
ceased, he is incompetent to testify as 
to his conversations with a deceased. Con. 
versations between plaintiff and his sis. 
ter in their capacity as agents would be 
admissible, but as plaintiff’s proffer of 
proof required testimony of the interest. 
ed agent’s conversations with the de. 
ceased and failed to show that adequate 
proof could be obtained solely from con- 
versations between plaintiff and his sis- 
ter, the lower court’s ruling was affirmed. 


COMMUNITY PROPERTY — Stock Pur- 
chased as Joint Tenants is Com- 
munity 


Texas—Supreme Court 
Hilley v. Hilley, 342 S.W. 2d 565. 


Petitioner and her husband used com- 
munity funds to purchase corporate stock 
issued in their names “as joint tenants 
with right of survivorship and not as 
tenants in common.” After the husband’s 
death intestate, his son by a prior mar- 
riage brought action against petitioner 
in the trial court, alleging that the stock 


was community property and did not be. | 


long to petitioner’s separate estate. The 
trial court ruled the stock was com- 
munity. 

HELD: Affirmed. Unless a_ husband 
and wife follow the statutory procedure 
for partitioning community property, 
they cannot, even by written agreement 
convert property purchased with com- 
munity funds into the separate property 
of each spouse. When the stock in this 
case was purchased, petitioner acquired 
no interest in the stock by gift. Instead 
there was an attempted transfer of a 
survivorship interest from each spouse 
to the other for a valuable consideration. 
Since the consideration paid by each was 
derived from the community estate, the 
interest which each expected to acquire 
necessarily remained part of that estate. 

Comment: Legislation which attempts 
to reverse the results of this case has 
been enacted. (H.B. 670.) Whether, un- 
der the Texas Constitution or the word- 
ing of the legislation, such can be ac- 
complished is debatable. 

A A A 

e In Estate of Ferry, 185 A.C.A. 798, 
reported in January 1961 issue at page 
86, the Supreme Court granted a hearing. 
Supreme Court’s decision, reported 55 
A.C. 783 (May 11, 1961), accords with 
decision of District Court of Appeal on 
substantially the same grounds. 
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DisTRIBUTION — Adopted Child Not 
Entitled to Inherit 


Texas—Supreme Court 


Currer v. Cutrer, 345 S.W. 2d 513. 


Settlor created an irrevocable trust in 
1937 to last for the life of her son and, 
upon the son’s death, to be distributed 
to “his child or children, share and 
share alike.” In 1946 the son created a 
second trust which provided for a gift 
over to “the heirs of his (the son’s) 
body.” After the execution of both trusts, 
settlor’s son adopted a child. Upon the 
son’s death, the guardian of the adopted 
child brought suit in the district court 
alleging that the adopted child should 
share aS a remainderman under the two 
trusts. The district court’s denial of 
this claim was affirmed by the Court of 
Civil Appeals. 

HELD: Affirmed. The right of the 
adopted child to share in the trusts as a 
remainderman is governed by the law in 
force at the time of the trusts’ execu- 
tio, and, in construing the trusts, the 
intention of the settlor at the time of the 
creation of the trusts is determinative. 
The words “child” or “children” have 
definite legal meaning when used in 
private instruments and do not include 
adopted children unless it is clear from 
the language used that such was the 
intention. Likewise, “heirs of the body” 
includes only children born of the par- 
ents in question. In the absence of a 
showing of fraud, accident, or mistake, 
extrinsic evidence of the settlor’s in- 
tent is inadmissible. 


FIDUCIARIES — Court Will Not Regu- 
late Future Conduct of Executors 


New York—Surrogate’s Court 

Estate of Saul H. Bourne, N.Y.L.J., April 13, 

1961. 

One of three executors seeks to com- 
pel the other two executors to accept the 
United States Treasury Department’s 
proposed valuation of estate assets, and 
to restrain the other two executors from 
any attempt to reduce the proposed tax 
valuation. The moving executor contends 
that acceptance of the valuation pro- 
posed by the Treasury Department will 
result in a tax saving to the estate and 
will benefit her as a beneficiary under 
the will. One of the respondent executors 
is also a beneficiary, but movant con- 
tends that respondent must take a posi- 
tion advantageous to the estate, regard- 
less of the effect of such position on re- 
spondent’s personal interests. 

The issue presented is whether the 
court will determine in advance what the 
future conduct of the respondent execu- 
tors should be, and whether the court 
Should restrain respondents from exer- 
cising their own judgment on the matter 
of the tax valuation of estate assets. 

HELD: Motion denied. Presumably 
the figure proposed by the Treasury De- 
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partment is neither false nor fraudulent, 
but the court would nevertheless have to 
undertake its own evaluation of the as- 
sets before it could approve any sug- 
gested figure. No conclusion on valuation 
reached in the Surrogate’s Court would 
be binding on the tax authorities, and 
the court prefers to assume that final 
valuation by tax authorities will be fair. 
The court’s authority to examine and 
control the acts of fiduciaries is ordinar- 
ily exercised after the event to correct 
the results of misconduct and to avoid 
future misconduct. The court cannot say 
here that any executor has acted im- 
properly and it cannot predict what the 
future actions of the executors will be. 
The court has no wish to substitute its 
judgment for that of the fiduciaries se- 
lected by the testator. Since the court 
has no control over Federal tax valua- 
tions and since the responsibility for de- 
cisions in estate administration rests 
initially with the executors, the court 
will not regulate their future conduct. 


Girts — Savings Bonds Belong to 
Donee of Decedent 


Pennsylvania—Supreme Court 


Ne§lia Estate, 403 Pa. 464. 


Decedent purchased U. S. Savings 
bonds before and after her marriage, 
some in the joint names of herself and 
her brother and others payable on her 
death to her brother. Five months before 
she died and while suffering from multi- 
ple sclerosis, she endorsed all of the 
bonds in blank and handed them to her 
husband and stated they were a gift to 
him. A certifying officer was not present 


to cash a few of the bonds at the bank 
without difficulty. The remaining bonds 
were in the husband’s possession at her 
death. After her death, the bank re- 
fused to cash them because of non-com- 
pliance with Treasury regulations. The 
personal representative of decedent filed 
a petition for declaratory judgment, for 
the determination of ownership of the 
bonds. The lower court decided that the 
Treasury regulations governed and that 
the brother was the owner of the bonds. 
HELD: Reversed. As between the gov- 
ernment and the co-owner designated on 
the bond, by reason of the contract of 
purchase, payment must be made to the 
co-owner, After payment, the impact of 
the Federal regulations terminates and 
they do not control the eventual disposi- 
tion of the bond. The proceeds belong to 
the husband by virtue of a valid gift and 
payment of the proceeds to him may be 
enforced by appropriate action. 


Joint TENANCY — Advancement Im- 
possible Where Asset is Held in 
Joint Names 


Maryland—Court of Appeals 
Barron v. Janney, 225 Md. 228. 


Certain real property held by husband 
and wife as tenants by the entireties 
was conveyed during the joint lives of 
the owners to their daughter. Although 
a note written to the daughter by the 
father prior to the conveyance had in- 
dicated that the property was to be “all 
[hers] free and clear,” there was also 
testimony that the purpose of the gift 
might have been to enable the daughter 
to live near to and to care for her aging 
parents. Such custodial services were, in 


but while she lived the husband was ablefact, rendered by the daughter as well 
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as by a son who lived in the same house 
with his parents. 

After the death of the surviving par- 
ent (both of whom died intestate), the 
son contended that the conveyance to 
the daughter constituted an advance- 
ment, and that the value of the property 
conveyed should be brought into hotch- 
pot in the distribution of the estate of 
such survivor. The Chancellor sustained 
this contention. 

HELD: Reversed. 

One of the essential elements of an 
advancement is that “the gift must have 
been a part of the estate of a donor, 
which upon his death would descend to 
his heirs but for the fact that, by his 
act in making the gift, it had been 
separated from or taken out of his 
estate.” Under the law of Maryland, a 
gift of property held, not by moities, 
but by the entirety and which otherwise 
would have passed by operation of law 
to the surviving joint owner, cannot 
qualify as an advancement because the 
basic prerequisite of intestacy is missing. 

Accordingly, the transfer in the case 
at bar is to be treated as an absolute 
gift to the daughter and is not to be 
taken into account in the distribution 
of the estate of the surviving co-tenant. 


Joint TENANCY — Deed to Single 
Person and Couple Gave Former 
One-half Interest 


Massachusetts—Supreme Judicial Court 

Fulton v. Katsowney, 1961 A.S. 741, May 1, 

1961. 

In 1953 husband and wife as tenants 
by the entirety conveyed to “James 
Miller, being unmarried, and Dimitri 
Katsowney and Elfena Katsowney, his 


wife, as joint tenants and not as.tenants 
in common” certain land and buildings. 
On petition by the administrator of 
Miller’s estate for license to sell the real 
estate to pay debts, the probate judge 
found that Miller owned an undivided 
half interest as tenants in common with 
the two others (the respondents) and 
licensed the sale of that interest. 


HELD: Affirmed. At common law the 
presumption was that a joint tenancy 
was created unless a contrary interest 
was expressed, but under (G.L. 184, $7) 
the presumption is that a tenancy in 
common was created unless it manifestly 
appears in the instrument that a joint 
tenancy was intended. The deed was 
ambiguous as to the estate granted to 
Miller and the court must rely on 
the statutory presumption. Accordingly, 
Miller held as a tenant in common with 
the respondents. 


It was not disputed that the grant to 
the respondents as joint tenants created 
a tenancy by the entirety. The court 
also quoted with approval a statement 
in an early case that “if an estate be 
conveyed expressly in joint tenancy to 
a husband and wife and to a stranger, 
the latter shall take one moiety, and 
the husband and wife, as one person, 
shall take the other moiety.” 


JOINT TENANCY — Husband Re- 
ceived Estate of Inheritance on 
Severance 


Nebraska—Supreme Court 
Hughes v. DeBarberi, 107 N.W. 2d 747. 


Mother and daughter executed a con- 
tract to sell a residence which they 
owned as joint tenants. The husband did 








ESTATE PLANNING CONTEST WINNERS 


Twenty-two students of the Law Schools of Boston College, Boston University, Harvard 

and Suffolk University were presented with checks in recognition of prize-winning papers 

submitted by them in the fifth annual Estate Planning and Drafting Contest sponsored by 

the Boston Safe Deposit and ‘Trust Co. The awards were made at a dinner at the Harvard 

Club to which the winning students and members of the Law School faculties were invited. 

Photo shows first-prize winners and Trust — president William W. Wolbach (seated, 
center). 
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not sign the contract. The purchaser 
sued for specific performance. 


HELD: Since the husband did not sign 
the agreement, a decree of specific per. 
formance cannot be granted as to him, 
Agreement to sell joint property, execy. 
ted by all the joint tenants, destroys the 
joint tenancy. As a result, the husband 
became possessed of an estate of inheri- 
tance in his wife’s interest in the prop. 
erty as a tenant in common, which would 
come to him upon her death during his 
lifetime. 


JURISDICTION — Probate Court 
Where Will Was Deposited by Tes. 
tator Retains Venue for Probate 


Kansas—Supreme Court 


In re Estate of Morgans, 188 Kansas 50, 


Elizabeth Morgans deposited her last 
will and testament in the probate court 
of Sedgwick County pursuant to G. §, 
1959 Supp., 59-620. After her death, a 
controversy arose as to which court had 
jurisdiction to determine venue for pro- 
bate of the document. 

HELD: Where a testator deposits his 
will in the probate court pursuant to 
G. S. 1950 Supp., 59-620, upon his death 
the probate court of deposit has exclusive 
jurisdiction to determine the question 
of venue for the probate of the will, and 
until that question is resolved, the 
original will must be retained within the 
control of that court. If it is determined 
that the testator died a resident of an- 
other county, that is, if the proper venue 
is in another court, the original will 
shall be transmitted to the probate court 
of such county to be presented for 
probate therein, but before transmitting 
the same, the court of deposit shall make 
and retain a true copy. No proceedings 
may be commenced elsewhere until 
proper disposition is made of the ques- 
tion of venue in the probate court of 
deposit, or on appeal, if any. 


LIFE TENANT & REMAINDERMAN — 
Beneficiary Entitled to Income Ex- 
ceeding Stated Monthly Amount 


Kentucky—Court of Appeals 
Huntsinger v. Rouse, 344 S.W. 2d 812. 


Testator provided that one of the 
shares of his estate should be held by 
trustees for the benefit of his daughter 
Dorothy for her lifetime, the provision 
of the will being, 


“TI empower the said trustees to pay to 
the said Dorothy * * * out of the trust 
funds in their hands the sum of Fifty 
Dollars ($50.00) per month for and dur- 
ing her natural life or until the said 
trust funds are exhausted; and they ae 
empowered to pay the principal and/or 
interest of said trust funds to the said 
Dorothy * * * to carry out this pro- 
vision.” 


The will also provided that any residue 
remaining at the death of Dorothy should 
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pass to the testator’s heirs unless Dor- 
othy had remarried and had children, in 
which event the trust fund should go to 
the latter. 

In an action brought to construe the 
foregoing provisions of the will the trial 
court held that Dorothy’s rights were 
limited to the receipt of $50.00 per 
month. 

HELD: Reversed. The provision for 
$50.00 per month fixed only the mini- 
mum amount which Dorothy had the 
right to receive, since the testator had 
(a) indicated that in order to provide 
that amount the trustee could encroach 
on the principal, and (b) failed to pro- 
vide for the disposition of any accumu- 
lation of income. The will does not ex- 
press an intention with respect to pos- 
sible income in excess of $50 per month. 
Nor is there any indication that the 
testator intended an accumulation of 
excess income for the remote and con- 
tingent remaindermen. Hence, Dorothy 
is entitled to all of the income annually 
accumulated over and above the amount 


necessary to discharge the fixed monthly 
payments. 


LIFE TENANT & REMAINDERMAN — 
Proceeds of Condemnation Should 
be Held in Trust 


California—District Court of Appeal 

Estate of Giacomelos, 192 A.C.A. 265 (D.C. of 

App., May 18, 1961). 

Giacomelos by will left life estate in 
certain real property to his wife Ann. 
The property was condemned by the 
State. Superior Court awarded to Ann 
the value of her life estate in cash, dis- 
tributing balance of condemnation award 
to trustee of a testamentary trust for 
children of decedent. 

HELD: Reversed. Entire condemna- 
tin award should have been placed in 
trust for benefit of widow for life, with 
Temainder to testamentary trust, this 


Juty 1961 


disposition being more in accordance with 
testator’s intent that wife should have 
income from the real property for life. 


PowErRsS — Limitations — Trustee’s 
Determination of Income and Prin- 
cipal Upheld by Court 


California—Supreme Court 

Estate of Bixby, 55 A.C. 827 (May 22, 1961), 

reaching substantially same conclusions as Dis- 

trict Court of Appeal, reported in January 1961 

issue at page 86. 

HELD: (1) Trustee exercising con- 
ferred discretionary power over principal 
and income did not abuse its discretion 
in allocating to principal 274%4% of oil 
royalty receipts. 

(2) Trustee’s retention of stock of 
ranch company, a family corporation, 
was justified though dividends were less 


than 1% per annum where prospect of 
improvement and development of com- 
pany’s properties was expected to result 
in material increase both in value of 
stock and income. 

(3) Probate Court’s refusal to remove 
bank trustee approved. Court will not 
ordinarily remove a trustee appointed by 
creator of trust. 


REAL PROPERTY — Devise Effective 
Notwithstanding Violation of Exist- 
ing Zoning Laws 

New Jersey—Superior Court 
Metzdorf v. Borough of Rumson, 170 A. 2d 249. 


Decedent owned large tract of prop- 
erty measuring 1,000 feet in depth and 
about 100 feet in width. He left north- 
erly half of tract to one devisee and 
southerly portion passed under residuary 
clause to another devisee. Local borough 
in which land is located asserted that 
devises were null and void, because lots 
created thereby violate existing zoning 
laws prescribing minimum frontage and 
lot dimensions. Devisee both individually 
and as administrator of estate brought 
action for injunctive relief. 

HELD: Devises valid. Although power 
to dispose of property by testament is 
neither inherent privilege nor constitu- 
tionally secured, it is long recognized and 
legislatively protected function. Planning 
and zoning are designed to control and 
direct physical development. Zoning 
power, however, is not operative on alien- 
ability of land and cannot render de- 
vises void for failure to comply with 
minimum frontage and lot dimensions. 
Power under zoning statute to regulate 
land use does not encompass authority to 
impinge upon transfer of title. Devisees 
take realty subject to zoning ordinances. 
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REAL PROPERTY — Spouse’s Rights — 
Sale of Land for Partition Author- 
ized Without Consent of Widow 


Tennessee—Supreme Court 
Vick v. Vick, 342 S.W. 2d 719. 


Deceased and his brother owned a tract 
of land as tenants in common. Upon the 
death of the deceased intestate, his in- 
terest passed to his minor children, sub- 
ject to a dower interest in his widow. 
The surviving tenant in common brought 
suit for partition and sale of the proper- 
ty, and the Probate Court ordered the 
sale, having found that the land was 
not capable of division in kind between 
the respective owners. No dwelling or 
other improvements were located on the 
property. The widow protested this sale 
on the ground that she had not assented 
to a sale of her dower interest in the 
property. The Court of Appeals held that 
the property should be sold. 


HELD: Affirmed. Under certain Ten- 
nessee statutes and decisions, when the 
only real property owned by the deceased 
contains his usual residence, and the 
property is incapable of being divided, 
then the entire property may be as- 
signed to the widow for her use under 
her homestead and dower rights. In the 
present case, however, there are no im- 
provements whatever involved, and there 
is no way in which the widow could be 
allotted any specific portion in satisfac- 
tion of her dower rights. Accordingly 
it is proper that the entire property be 
sold, regardless of the consent of the 
widow, and that the widow’s rights be 
allocated to her out of the proceeds of 
sale. 


TERMINATION — Destruction of Tes- 
tamentary Trust before Expiration 
of Term Denied 

United States Court of Appeals — 
District of Columbia Circuit 

Beatty, et al. v. National Savings and Trust Co., 

et al., No. 16,005, decided Feb. 23, 1961. 

Decedent provided that 75% of a 
trust created under her will was to be 
payable to her husband for life. Upon 
his death, one-half of the principal was 
to be payable to her son if of age of 30 
years and the remaining one-half would 
become payable five years later. As to 
the remaining 25%, the son would be 
entitled to receive one-half when he 
reached the age of 30 and the remaining 
one-half five years later. The will further 
provided that if the son should prede- 
cease the father, the 75% “will not be 
disbursed until my said husband’s death, 
but shall be distributed” to some ten 
designated beneficiaries, 

The father and son entered into an 
agreement by which they undertook to 
terminate the entire trust to the end 
that the father would receive the whole 
estate, and then asked the District Court 


to terminate the trust. The trustee and ~ 


various contingent beneficiaries opposed, 
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and summary judgment was entered in 
their favor. The father and son ap- 
pealed. 


HELD: Affirmed. The intention and 
purpose of the testatrix must be ful- 
filled. The father and son disregarded 
the fact that the terms of the will re- 
quired that the son be living at the 
varieus dates for distribution of corpus. 
In the event the son should die before 
having received complete distribution, 
upon the death of the father or of the 
son, whichever shall last occur, the 
corpus would be distributable to other 
named beneficiaries and since these bene- 
ficiaries had not consented to an extin- 
guishment of their rights, the agreement 
between father and son can achieve no 
such result. 


WILLS — Construction — Codicil to 
“Take Precedence” Over Clause in 
Will Does Not Mean to Revoke It 


Rhode Island—Supreme Court 


Rhode Island Hospital Trust Co. v. Taffinder, 
168 A. 2d 160. 


Testator in his will gave a legacy of 
$500 to his housekeeper and established 
a trust of all the residue of his estate 
to apply and pay the income to his son 
for life with the remainder over to cer- 
tain other named beneficiaries. Subse- 
quently he executed a codicil revoking 
the housekeeper’s legacy and providing 
for a trust of all the residue of his 
estate to pay $150 per month to her for 
her life but without any disposition of 
the remainder. The codicil stated that the 
new provision “shall take precedence 
over the provisions” in the will. It also 
ratified and confirmed the will except 
as changed. The testator’s son died after 
the codicil was executed and before the 
testator. 

On the trustee’s requesting instruc- 
tions, the heirs argued that the language 
in the codicil revoked the trust in the 
will and that therefore they had a vested 
interest in the remainder of the trust 
by testacy. They further urged that they 
were entitled immediately to the surplus 
income and principal of the trust not 
needed to provide the housekeeper her 
$150 per month. 

The residuary beneficiaries under the 
will argued that the trust was not re- 
voked by the codicil and claimed that the 


surplus income and principal was now’ 


payable to them. 


HELD: The words “take precedence 
over” do not indicate an intention to re- 
voke, but only an intention to have the 
housekeeper’s life interest precede the 
interest of the son and that of the re- 
maindermen. Since the two provisions 
can be read together; they should be so 
interpreted. Testator’s primary purpose 
was to provide for the housekeeper; 
therefore payments from surplus _in- 
come or principal in the trust may not 
be made to the remaindermen. 


vo 9 rae 





WILLs — Construction — Court Wil] 


Grant Declaratory Judgment While 
Life Tenant is Living 


Pennsylvania—Supreme Court 
Johnson Estate, 403 Pa. 476. 


The personal representative of a de. 
ceased remainderman filed a petition for 
declaratory judgment to determine, prior 
to the termination of the preceding life 
estate, whether his decedent had a vested 
or contingent interest. All parties in in- 
terest were sui juris and before the 
court. The lower court sustained pre- 
liminary objections on the ground that 
the question could be decided at the audit 
of the trustee’s account when it was filed 
after the death of the life tenant and 
that the availability of this other remedy 
was sufficient to bar declaratory judg- 
ment proceedings to construe a will. The 
personal representative appealed. 


HELD: Reversed. In light of the 
legislative history of the Pennsylvania 
Uniform Declaratory Judgments Act, 
existence of any other form of remedy 
will not per se bar declaratory judgment. 
The court still has discretion as to the 
wisdom of a declaratory judgment; it 
cannot be employed for the determina- 
tion of rights in anticipation of events 
that may never occur, or for moot cases, 
or for advisory opinions. 

Here there is a controversy, its deter- 
mination does not depend on events un- 
certain of happening, all parties are sui 
juris and before the court, and to post- 
pone construction of the will to an un- 
certain time in the future will benefit 
no one and could harm the deceased re- 
mainderman’s estate. This is a situation 
where declaratory judgment offers the 
only reasonable and practical solution to 
settle the controversy and render justice 
now rather than at some uncertain time 
in the future. 


NoTE: No allusion is made to the line 
of cases where the court in its wisdom 
has decided that during the pendency of 
a valid life estate the courts should not 
decide the validity or other qualities of 
the remainder interest. See for example 
Quigley Estate, 329 Pa. 281 (1938). 


WILLs — Construction — Devises 
Created Fee Simple in Property 
Which Lapsed Predeceased Testa- 
tor 


Colorado—Supreme Court 

In re Estate of Newby, Tarr v. Newby et al., 

decided April 24, 1961. 

Decedent bequeathed her estate in 
stated fractions among her children and 
step-childen, two of whom predeceased 
her. A petition was filed to construe the 
language “to have and to hold to him 
(her) and his (her) heirs at law, abso- 
lutely and forever.” The court receievd 
over objection testimony with reference 
to the meaning of the language quoted, 
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and held it constituted words of sub- 
stitution and purchase and no words of 
limitation. Therefore the heirs of the 


two predeceased beneficiaries should 
take thei: shares. 

HELD: Reversed. The phraseology in 
the will connotes an estate in fee sim- 
ple. Where an estate in lands is created 
by will, it will be deemed to be fee sim- 


ple, unless the language of the will clear- 
ly shows that a lesser or different estate 
was intended. The will contains no lan- 
guage showing any srch intention. Con- 
sideration by the trial court of an al- 
leged written agreement between the 
testatrix and her step-children wherein 
the testatrix argeed to make her will 
and designate the children beneficiaries 
of one-half of the estate, and the step- 
children beneficiaries of the other half 
of the estate was improper as the in- 
tent of the testatrix must be derived 
from the language of the will and not 
from outside evidence. The devises to 
the two predeceased beneficiaries lapsed 
by operation of law and became a part 
of the residuary estate. 


WILLs — Construction — Survivor- 
ship Required for Vesting of Prin- 
cipal 

Pennsylvania—Supreme Court 
Dinkey Estate, 403 Pa. 179 


Testator left his residuary estate in 
trust to pay $400 a month to each of 
his three children and the balance of the 
income to his wife. On his wife’s death, 
the principal was to be paid to his chil- 
dren in equal shares. He further pro- 
vided that if a child died before distribu- 
tion “of the trust estate” his or her 
share was to be paid to his or her sur- 
viving children and in default of such 
children, to testator’s surviving children 
or their children, per stirpes. 

The widow died in 1958. A son died in 
1949 leaving two children who are living 
today and who were awarded their 
father’s share of the income in an earlier 
proceeding. In 1952 the other son died 
without issue, but leaving a widow who 
claimed her husband had a vested in- 
terest in one-third of the principal which 
was not divested by his death in the 
lifetime of the life tenant, his mother, 
on the theory that the provision for 
death before distribution referred only 
to income. The lower court held that his 
interest in the principal was contingent 
on his surviving the life tenant. His 
widow appealed. 

HELD: Affirmed. The contention that 
the provision in question applied only 
to income is without merit. Both provi- 
sions must be read together and lead to 
the clear conclusion that the son had 
to survive the life tenant to take his 
one-third share of the principal of the 
trust. The earlier adjudications of the 
lower court dispose of income only and 
do not constitute the law of the case. 


Juty 1961 


WILLs — Construction — Unambigu- 
ous Decree of Distribution Barred 
Reconsideration of Language of 
Will 

Wisconsin—Supreme Court 
Will of Falk, 12 Wis. 2d 247, 107 N.W. 2d 134. 


Testator was survived by his widow and 
two children. In accordance with his will, 
the final decree in 1946 stated that upon 
the death of his widow his estate was 
to be “delivered to the surviving children 
of the deceased ... (and) ... the issue 
of any deceased child to take his parent’s 
share by right of representation.” Testa- 
tor’s son died in 1959 without issue. The 
testator’s widow died in 1960. The son’s 
widow petitioned for construction of the 
final decree, claiming that a remainder 
interest had vested in testator’s son when 
the testator died. The trial court dis- 
missed the petition. 


HELD: Affirmed. Unless the final 
judgment was ambiguous, the court could 
not resort to the testator’s will to de- 
termine the testator’s intent. As _ to 
whether the identity of the “surviving 
children” was to be determined at the 
death of the testator or at the death of 
his widow, the decree clearly indicates 
that the identity of the surviving chil- 
dren was to be determined at a future 
time, the death of the widow. The phrase 
“the issue of a deceased child to take 
his parent’s share by right of representa- 
tion” could only have meaning if the 
date upon which the “children” were to 
be determined was the date of the wi- 
dow’s death because no issue of a child 
had died at the time of the testator’s 
death. Had the court intended to vest an 
interest in the testator’s son, it would 
have named the testator’s two children. 


There being no ambiguity in the decree, 
the court will not consider the language 
of the will. 


WILLs — Construction — Undisposed 
of Residue Distributed Among 
Named Legatees 


Pennsylvania—Supreme Court 
Grier Estate, 403 Pa. 517. 


Testator, a lawyer, at age 84, in 1955 
wrote his own will in which he directed 
the sale of all personal property, and 
after all debts and inheritance taxes 
were paid, the executors were “to dis- 
tribute the residue to and among the 
following named persons and/or corpo- 
rations, as hereinafter bequeathed, that 
is to say:” Then followed a list of four 
persons and twenty-three charitable cor- 
porations. After each name was a spe- 
cific amount in dollars and the words, 
“free of all taxes and absolutely.” There 
was a blank space following the listed 
names and then came the next item 
which directed real estate to be sold and 
the proceeds divided among the previous- 
ly named legatees. The legacies amounted 
to only 20% of the estate and the real 
estate was worth $6,000. The lower court 
decided that there was an intestacy as 
to 80% of the estate, which was awarded 
to three cousins, two of whom were 
among the listed legatees. The other 
legatees appealed. 

HELD: Reversed. The primary testa- 
mentary intent is that the residue should 
be distributed among the listed persons. 
The effect of this is to constitute those 
legatees the beneficiaries of the residu- 
ary estate. The sums specified were mere- 
ly for the purpose of spelling out the re- 
spective proportionate interests of the 
named beneficiaries. By a monetary spe- 
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cification of a beneficiary’s interest in 
the residue, the addition of another lega- 
tee would automatically reflect itself in 
a pro tanto reduction in the proportion- 
ate interests of the other legatees. If 
percentages had been used, the addition 
of a new beneficiary would have required 
a change of all the other percentages. 
Testator must have known that he could 
not apportion the whole of his net estate 
among the legatees by bequeathing them 
fixed lump sums and thus must have 
contemplated a residual balance which 


would be divided among the named lega- 
tees. 


WILLS — Probate — Executor of Ad- 
mitted Will has Right to Oppose 
Probate of Later Will 


California—District Court of Appeal 


Estate of Costa, 191 A.C.A. 537 (D.C. of App., 
April 25, 1961). 


Costa’s will was admitted to probate 
March 26, 1959. On August 5, 1959, 
Costa’s widow petitioned for probate of 
alleged subsequent holographic will, giv- 
ing everything to her. Executor bank op- 
posed probate of the later will. 

HELD: Judgment denying probate of 
holographic will affirmed. Executor of 
will admitted to probate has right to 
oppose probate of an alleged subsequent 
will. Executor is entitled to credit for 
$300 paid its principal witness, a hand- 
writing expert. 


WILLs — Probate — Purchaser from 
Heir Entitled to Priority Over 
Beneficiaries of Unprobated Will 


Tennessee—Supreme Court 


Doughty v. Hammond, 341 S.W. 2d 713. 


Testator died in August 1958, appar- 
ently intestate. A court sale of certain 
real estate owned by decedent was held 
in order to partition the proceeds among 
the heirs. The judicial sale occurred in 
August 1959, and complainants in the 
present suit acquired title to the land 
in question from the purchasers at the 
judicial sale. In March 1960 , a holo- 
graphic will of the deceased was dis- 
covered for the first time and the same 
was admitted to probate. Beneficiaries 
under the holographic will claimed title 
to the property involved over the pur- 
chaser from the heirs, and complainants 
brought these proceedings to establish 
the validity of their deed. The trial 
court upheld the validity of the deed. 

HELD: Affirmed. Tennessee statutes, 
enacted in 1957, expressly provide that 
the mortgagee or purchaser for value 
from the heir of a decedent shall take 
title free from all claims of persons 
claiming under any unprobated will of 
the deceased after one year shall have 
elapsed from the death of such person, 
unless the mortgagee or purchaser for 


value has actual knowledge of the ex-- 


istence of such unprobated will. In the 
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present case the purchasers had no 
knowledge of the unprobated will, and 
accordingly the provisions of the statute 
are controlling. 

The defendants attacked the validity 
of such statute, as depriving them, the 
heirs of the deceased, of property rights, 
but the statute was enacted prior to the 
death of the deceased, and therefore the 





heirs of the deceased had no right what. 
ever in his property prior to his death. 
A one-year period for the probate of a 
will cannot be said to be unreasonable, 
and it is well settled that the legisla. 
ture has the right to regulate the power 
to dispose of property and to regulate 
rights of succession, whether by will or 
by intestacy. 
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